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This Market Goes Up, Up, Up! 


Photo courte 


LP-Gas is such a versatile fuel that new uses for it arise 
regularly—such as heating air for the experimental 
Navy balloon above. It is already high in demand for 
cooking, heating, air conditioning and scores of other 
home and commercial uses. Small wonder that among 
petroleum products, LP-Gas boasts one of the best sales 
surges—7 per cent last year alone. 

Most LP-Gas is produced by wringing out natural 
gas before it passes into transmission lines. Sinclair Oil 
& Gas Company owns fully, or in part, 38 gas products 


y of Raven Industries and U.S. Navy 


plants which process its natural gas output to recover 
the valuable LP-Gas. It markets the fuel under the 
Sinclair “Truflame” trademark through distributors in 
38 states, and last year rang up a sales gain double that 
of the industry. 

As its natural gas output rises, Sinclair is adding gas 
processing capacity and extending LP-Gas distribution. 
By expanding its endeavors in growing markets, 
Sinclair concentrates on more sales of the most profit- 
able products. 





ASTM-Sinclair salutes the American Society for Testing and Materials. Founded 
in 1898, ASTM promotes research to develop specifications and test methods 
which aid all industries in maintaining product quality. The scientific work of 
its 10,000 members is multiplied many-fold to benefit all consumers. Its D-2 
committee, which deals with petroleum products, recently completed specifica- 
tions for LP-Gas which recognize this fuel’s expanding uses. 


SINCLAIR OIL CORPORATION  « 


600 FIFTH AVENUE s+ 


NEW YORK 20,N. Y. 





SEE WHAT'S HAPPENED 
TO THE GIRL WITH 


“The Voice 
with the 


Smile” 


1961 


Then, telephone operators wore long dark skirts, white 
blouses and heavy headsets. 

They sat on high stools before long lines of switch- 
board positions. Most calls were of a simple type, usually 
in the same town or city. 


And every call was operator handled. 


Today, most local calls and many long distance calls are 
dialed directly. 

But far more operators are needed than before dial- 
ing was introduced. Their work is more varied. They 
assist with such calls as person-to-person, reverse charge, 
and credit card calls. Others handle special services such 
as information and calls to mobile telephones. 

Today’s operators spend more time with individual 
customers. They need generous amounts of tact, intelli- 
gence and the desire to help people. 


25 million times a day Americans are assisted by 


one of these friendly, unseen girls. With modern equip- 
ment, which will soon include the pushbutton console 
shown below, she will continue to give you the finest 
telephone service in the world. 


And even if you don’t call her as much as you used to, 
isn’t it nice to know that she’s there! 


BELL TELEPHONE SYSTE! 





LOCKHEED 
Progress Report 


An increasing share of the U.S. space 
budget is being devoted to the scien- 
tific exploration of the solar system, 


THE SPACE DOLLAR 


The quickening tempo of the national 
space effort can be measured by the size 
of the new boosters now being built or 
planned. The first Saturn boosters will 
have 1.5 million lbs. of thrust, a later 
version 3 million lbs. A 12-million-lb. 
booster is on the drawing board -- and 
there's talk of 100-million lb. 





boosters. 


A dramatic use of these giant new boost- 
ers will be the peaceful exploration of 
the moon and the planets. Estimates for 
total expenditures by the National Aero- 
nautics and Space Administration over 
the next 10 years range as high as $60 
billion -- with the APOLLO program (to 
send a 3-man team to the moon and back) 
accounting for $30 billion. 





Department of Defense plans to double 
its space budget by 1965. While its im- 
mediate interest is military satellite 
systems, it will continue playing a 
major role in scientific aspects of the 
national space program. The Air Force 
developed the missile test ranges and 
big boosters now used in NASA programs. 
Its trail-blazing Discoverer satellites 
are contributing mightily to our know- 
ledge of the space environment, The Air 
Force is now developing the Dyna-Soar 
manned orbital vehicle and large solid- 
propellant boosters. 





Five divisions of Lockheed are now con- 
tributing to the national space program: 


Lockheed Missiles & Space Co., Sunnyvale, 
Calif., is system manager for the U.S. 
Air Force Discoverer, Midas, and Special 
Projects programs. Its Agena «= America's 
only production-line satellite -- is used 
in a growing number of Air Force, Army, 
and NASA programs. More than half the 
satellites orbited in all U.S. space 
programs have been Agenas, 





Lockheed-California Co., Burbank, Calif., 
is deeply interested in problems of in- 
terplanetary travel and has studied and 
designed in depth several spacecraft con- 
cepts. It has completed significant 
studies for the Air Force and NASA on 
logistics, maintenance, repair and res- 
cue of space vehicles. It is also do- 

ing research in bio-physics, astro-dyna- 
mics, and solar radiation. 





Lockheed Propulsion Co., Redlands,Calif., 
formerly known as Grand Central Rocket 
Co., has brought together an outstanding 
team of solid-propellant scientists and 
engineers, Its rockets have powered the 
Nike-Zeus second stage and Mercury cap- 
sule escape system. It is taking part in 
such important missile programs as Mauler, 





Lockheed-Georgia Co., Marietta Ga., hub 
of the fast-growing aerospace industry 

in the strategic Southeast, is now at 
work on components of the Saturn booster, 
Its research includes testing spacecraft 
materials under nuclear irradiation and 
at -429°F., temperature of Outer Space. 





Lockheed Electronics Co., Plainfield,N.J., 
is geared to meet the increasing demand 

of both NASA and the military for radar, 
telemetry and tracking stations, checkout 
systems, displays equipment, electronic 
computers of space-proved reliability, 





s .<& 


If you would like to receive reports of 
Lockheed's activities, please write Mr. 
Ernest A, Foster, Director of Stockholder 
Relations, Lockheed Aircraft Corporation, 
2555 N. Hollywood Way, Burbank, Calif. 


LOCKHEED 


AIRCRAFT CORPORATION 


IN THE EAST: LOCKHEED ELECTRONICS CO., PLAINFIELD, N. J.; #% THE SOUTH: LOCKHEED.GE 
CALIFORNIA CO., BURBANK; LOCKHEED AIRCRAFT SERVICE, ONTARIO; LOCKHEED AIR TE 
IN NORTHERN CALIFORNIA: LOCKHEED MISSILES & SPACE CO., SUNNYVALE 
WASH.; IN OTHER LANDS: LOCKHEEL 
MISSILES, SATELLITE 


IRGIA CO., MARIETTA; IN SOUTHERN CALIFORNIA: LOCKHEED 
RMINAL, BURBANK; LOCKHEED PROPULSION CO., REDLANDS; 


; IN THE PACIFIC NORTHWEST: PUGET SOUND BRIDGE & DRY DOCK CO., SEATTLE, 


AIRCRAFT INTERNATIONAL; LOCKHEED AZCARATE A.; AERONAUTICA MACCHI; AVIONES LOCKHEED KAISER 
, AIRCRAFT, ELECTRONICS, SHIPBUILDING, NUCLEONICS, AIRCRAF 


PRODUCTS: 
T MAINTENANCE, HEAVY CONSTRUCTION, ROCKET FUELS, STEEL FABRICATION 
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SIDE LINES 


Freshman Class 


A RATHER unique training program 
is just winding up its first year 
here at Forses. Management and 
professional training programs are 
commonplace today, but we think 
ours is rather interesting. We are 
trying ‘to fuse two very different 
skills: business and journalism. In 
choosing among applicants we look 
for: skill in writing; a good educa- 
tion; real curiosity about busi- 
ness; demonstrated ability to make 
sound independent judgments 
Our motive in starting the pro- 
gram was very simple: good 
journalists are rare, good business 
journalists rarer and the kind that 
can handle a Forses story rarer 


still. So we decided to try devel- . 


oping our own. 

Our First Class. After consider- 
able thought the editors selected 
two young men: Wayne Welch 
(above right) and Fritz Schumach- 
er (left). Welch, 25, who comes 
from Shenandoah, Iowa, studied 
history and political science at 
Georgetown University, then spent 
two years traveling and working 
in Europe. Schumacher, 25, comes 
from Greenwich, Conn., studied 
art and philosophy at Williams 
College, worked in England for 
Boots Pure Drug Co. as a manage- 
ment trainee. These young men 
convinced us they had the talents 
we wanted. 

When we chose them as guinea 
pigs for the Forses training pro- 
gram, the editors made it clear to 
Welch and Schumacher that there 
was nothing fixed about the pro- 
gram, that they would have to try 
their hands at a little bit of every- 


thing; and that it would take time 
before they could expect to be- 
come fullfledged Forses editors. 
A Little of Everything. Neither 
Welch nor Schumacher has much 
nostalgia for the long hours they 
spent over calculating machines 
working on raw material for Forses 
stories. Later they were assigned 
to the research department where 
they helped the full time research- 
ers check completed stories for ac- 
curacy. As they became familiar 
with Forses’ basic techniques, they 
were sent to help associate editors 
on interviews. In recent months 
the two trainees have been work- 
ing as reporters, assisting associate 


editors in the preparation and re- 
search for major stories. 

In between, they helped write 
Trends & Tangents, book reviews, 
edited letters to the editors and 
generally assisted in the myriad 
chores involved in getting out a 
mag ~ine. As they have developed, 
both trainees have been given 
chances to work on stories of their 
own. 

Next! Early next year, Welch 
and Schumacher will move along 
in the program. At that point, the 
editors of Forses will be breaking 
in more likely young men. In many 
ways, Forses will offer them a 
unique opportunity. At the end of 
the three-year program the Forses 
trainee will have gotten a board 
room view of U.S. business that 
he would have trouble getting else- 
where in 20 years. And he may 
well have developed into that rare 
phenomenon—a first class business 
journalist. 
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Nationallease 


PLAN FITS YOUR 
TRUCKING NEEDS? 


THE CHANGE-OVER PLAN—We toke over ol! 
your truck and maintenance problems. We 
supply new trucks engineered to your needs (or 
we ll buy ond recondition your present fleet.) 
THE ADD-A-TRUCK PLAN-—As you expand, lease, 
dont buy, the additiono! trucks you need 
THE TRUCK RETIREMENT PLAN—As your trucks 
become over-oge or inefficient, lease replace- 
ments until your fleet is completely made up 
of efficient, leased vehicies 

THE PILOT PLAN—Instal! full-service leased 
trucks in one location or division, then com- 
pore costs ond headaches with trucks you 
still own a 
NATIONALEASE is the full-service LEASE- 
FOR-PROFIT way to release capital, relieve 
nerves everything furnished but the driver! 


Lease a mew CHEVROLET or other fine truck 
No investment, no upkeep, no headaches. 
"1961 
TLS 





Netiono!l know -how; 
local controls 
—write for literature. 


NATIONAL TRUCK LEASING SYSTEM 
Serving principal cities in the U.S. and Canada 


23 E. JACKSON BLVD.+ SUITE R-12, CHICAGO 4, ILL. 


PLANT LOCATION 
SERVICES 


Northern's location staff analyzes all 
important factors—sites, sources of 
supply, markets, power and fuel, finan- 
cing sources, community environment— 
all tailored to your needs. For these free 
services to help you select the most 
profitable location: 


ASK THE MAN 
FROM THE 
NORTHERN 


PLAINS 
NORTHERN NATURAL GAS COMPANY 


SERVING THE NORTHERN PLAINS () GENERAL OFFICES: OMAHA, NEBRASKA 
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| dividena statement a 
| of the earnings figure. Westinghouse, of 


| zine. . 


| graduates. 





READERS SAY 


Crossed Wires 


Srr: An item 
(Nov. 15, p. 6) 
Westinghouse 


in Trends & Tangents 
states that last month 
directors “picked” the 


| morning hours to announce the quarterly 


dividend, and later the same day “ad- 
mitted” that earnings had declined. 
This is wholly incorrect. Westinghouse 
directors announced the quarterly divi- 
dend and earnings at exactly the same 
time in one news release. Appar- 
ently one of the news wires flashed the 
short time ahead 


course, has no control over this. 
—GiLsBert H. FURGURSON 
New York Public Relations, 
Westinghouse Electric Corp. 
New York, N.Y. 


Forses is glad to set the record straight 
—Eb. 


Difference of Opinion 


Sm: The opinions of your editorial, 
“The Price of Success” (Nov. 1, p. 12) 
are, of course, not new. The heartening 
thing is to find them in a business maga- 
. . Because of men who think and 
talk like you there will be no Reign of 
Terror in the United States, no Ten Days 
That Shook the World. America 
needs no extremists, no true believers. 
Let our businessmen and farmers be on 
the right, our labor unions and college 
professors on the left and the majority 
in the middle. Let us settle our differ- 
ences by discussion and compromise. 

—A.L. Raimi 
Detroit, Mich. 


Sm: I certainly agree with you that 
wealthy, successful Texas oilmen should 
stay out of politics. . . . After all, every- 
one should know by now that the coun- 
try should be run by youngish Harvard 
They may not know much— 
but they do know Jack. 

—C.inton E. Hart, M.D. 


| Lake Charles, La. 


Str: Do executives have to be social 
lions? Business is getting enough unnec- 
essary kicks. 

—Percy F. vAN pE MAarK 


| Schenectady, N.Y. 


Sir: Is it not enough for the Kennedy 
Administration to harass business with- 
out a financial editor helping their 
cause? .. . I did not realize you had such 
a liberal policy. Cancel my subscription. 

—ANNETTE YOUNG 


Knoxville, Tenn. 


Sir: What you are is an “egg head” 
from Princeton . . . a confused and frus- 
trated “egg head.” 


San Diego, Calif. 


—PeEtTe SPRINGER 


Sir: Re Roosevelt: It has always been 
my humble opinion that the only legacy 


that he left to the people of the United 
States was war, communism and bank- 
ruptcy. .. . He should be exhumed and 
placed in the spot in the Kremlin re- 
cently vacated by Stalin. 

—Row anv Carr 
Allentown, Pa. 


Str: There seems to be a popular no- 
tion in the East that the successful Texas 
oilman is a big-hatted, ignorant, windy 
character that lights his cigars with $100 
bills. I think it is unfortunate that a 
magazine of your caliber should contrib- 
ute further to such uninformed thought. 
By and large . . . you will find that Texas 
oil millionaires have put their fortunes 
to wise and unselfish use. 

—Bossy L. WALcowiIcH 
San Antonio, Tex. 


Sir: The egotistical top executive is as 
obnoxious to me as he is to you; how- 
ever, the one you quote made sense. 

When you take into consideration that 
the present cold war and also the terrible 
labor monopoly, the two things which 
are liable to be the downfall of this 
country, were started by Mr. Roosevelt 
and are aided and abetted by Mr. Ken- 
nedy and Mr. Goldberg, his description 
of Mr. Roosevelt is most accurate. 

—Georce M. MILs 
Cleveland, Ohio 


Sir: I approve of any forthright edi- 
tor, even if I disagree with his opinions. 
However, I do expect him to know what 
he is talking about, and in the matter of 
militant conservatism, I do not believe 
you know anything but the attitude of 


the liberal press. 
ne ee —F.M. GrirFiITH 
Charleston, S.C. 


Str: Thanks for your article, “The 
Price of Success” . . . I wish every male 
executive in the U.S.A. had to read it. ... 

—F.ora C. Norris 
Raleigh, N.C. 


Sir: I offer you my hearty congratula- 
tions on the fine job you and your or- 
ganization are doing. I read with a great 
deal of amusement the editorial entitled 
“Price of Success” . . . When a person 
does a good job I like to tell them. 

—Frank S. CorrFin 
Chicago, III. 


Sir: Thanks for deflating the swollen- 
headed minority among big business- 
men: What makes a man think that just 
because he knows how to run a steel mill 
he must also be an expert on history, 
government and even art? 

—ALFRED JENKINS 
Chicago, IIl. 


*““Kennedy—So Far So Good” 


Sir: Your fair and reasonable editorial 
on President Kennedy (Nov. 15, p. 11) 
deserves congratulations . . . It is re- 
freshing to find such a good-humored 
appraisal in a business magazine. 

(Mrs.) Jutta Montrose RumpH 
Winston-Salem, N.C. 


Sm: Any more of the same mish-mash 
(CONTINUED ON PAGE 60) 
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Merriest Christmas. For Christmas 
Club members, this will be the rich- 
est Christmas ever. Over 13 million 
holiday checks, totaling a record $1.5 
billion, are in the mail. Average 
check: $112. 


Tit for Tat. Tired of watching savers 
in their area send an ever larger 
share of their funds to the more gen- 
erous (44% vs. 342%) West Coast 
savings & loan associations, New York 
savings banks are following the home- 
mortgage boom westward. In the past 
year they have pumped some $300 
million—more than half their new 
out-of-state investment—into the 
California home-mortgage market. 
Added incentive: increasing competi- 
tion from New Yerk commercial 
banks moving into the already com- 
petitive eastern home-mortgage field 
for the first time. 


Fair Warning. West Germany, the 
world’s third largest steel-producing 
nation (1960 output: 33.6 million ingot 
tons), has a wary eye on Japan, 
world’s fifth largest (1960 output: 
22.4 million ingot tons). Reason: 
Japan has embarked on a ten-year 
$8.5-billion program to raise produc- 
tion to 52.9 million tons. Increased 
capacity will give Japan an oppor- 
tunity to push into new markets, pre- 
viously the traditional domain of 
European and American steel in- 
dustries. 

a - os 


Billions for Research. U.S. outlays on 
research are expected to hit a record 
$16 billion next year, up $2 billion 
from 1960. The Government will 
spend $10 billion, industry $5.5 bil- 
lion and universities and foundations 
$350 million. Although the Govern- 
ment is the big spender, industry will 
do most of the work in its own labora- 
tories. 

° e + 


Fast Fast Fast! New York Stock 
Exchange governors have decided the 
time has come to replace the Ex- 
change’s aging (30-year-old) tickers. 
While the old tickers tended to fall 
behind whenever volume exceeded 
3 million shares, the new tickers, 
scheduled to go into service by 1964, 
will have a 10 million share capacity. 


The Driver's Seat. To woo more mo- 
torists to car rentals, Hertz Corp. is 
offering to buy their old autos at 
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15% above current market price. The 


catch: payment will be in credit to | 
be used for Hertz rentals, not in cash. | 


Not-So-Free Enterprise. Twenty-seven 
South Korean businessmen who were 
given six months last August to pay 
some $35 million in fines for having 
illegally amassed fortunes under 
former governments were given a 
second chance. Under a revised law, 
such offenders can now postpone pay- 
ment by building a factory the gov- 
ernment recognizes as “necessary for 
national reconstruction.” And what 
of the fines? They can now be paid in 
shares of the new enterprises. 


Cab Grab. England’s Rootes Motors 
launched an all-out campaign last 
month to sell Hillman Minx economy 
sedans to U.S. taxicab operators. 
Pint-sized Hillmans hold three pas- 
sengers comfortably, offer added head 
room. Better still, Rootes promises 
the hackies 23 miles to the gallon, 
greater maneuverability in dense city 
traffic. So far, however, Hillman cabs 
have been used only on a limited 
scale in a few cities—one being Keno- 
sha, Wisconsin. 


Brighter Color Picture. Sales of color 
TV receivers are running a full one- 
third ahead of last year, according 
to even the most conservative esti- 
mates. With Zenith, General Electric, 
Philco and others now in the color 
market, after RCA’s having gone it 
alone for so long, total sales of color 
sets this year may well exceed 
200,000 vs. an estimated 125,000 to 
150,000 last year. 


Santa’s Helper. Dallas’ promotion- 
conscious specialty store Nieman- 
Marcus has come up with an ultimate 
solution to the Christmas shopping 
problem. It installed an IBM data- 
processing unit that, upon being fed 
the proper information, spouts out a 
list of electronically selected gift sug- 
gestions. Want to spend a limit of $10 
on a sophisticated girl friend? Nie- 
man-Marcus’ machine recommends a 
$7.50 gold soap dish filled, naturally 
enough, with gold soap. 


Private Savings? U.S. banks are los- | 
ing money at a record rate this year— | 


not from their operations, but from 
their employees. In the first half 
alone, bank personnel walked off 
with $8.5 million, 85°% more than in 
all of 1960. Of the $8.5 million total, 
$5.5 million involved large sums in 
only five banks. 








FACTS 
ABOUT 


OWA! 


WHERE 
PLANTS 

NO LONGER 
GROW 
FROM 

SEED 

ALONE 


learn about the NEW IOWA where mil- 
lions of dollars have been and are being 
invested in new industrial plants. Where 
the climate for locating your new plant 
is so good it simply can't be overlooked. 
Write today for your copy of the brand 
new lowa Industrial Resources Fact Book. 
You'll love life in lowa! 


CONTACT: |=, Gia 
Mr. Ed. B. Storey,}* | ay 
Director, lowa De- | fo 7 


velop re 

sion, 

Bidg., Des Moines, 
lowa. Phone AT 
2-0231 











GROUND FLOOR 
OPPORTUNITY 


with coin-operated 


WESTINGHOUSE 
DRYCLEANING 
* MACHINES * 


There's only one direction 
te go in the coin-operated 
drycieaning business. Up! 
it's @ new ond mushroom- 
ing business with plenty of 
room for ambitious men or women who want to 
be their own boss. ALD, Inc. has helped establish 
ever 13,000 profitable coin-operated Westing- 
house Laundromat® equipped laundry stores. Now 
ALD, the industry leader, is looking for enter- 
prising people who would like to go into the coin- 
operated drycleaning business. The new Westing- 
house Drycleaning Machine provides a service that 
everyone needs and which is NOT duplicated in 
the home. The market is immense and customers, 
amazed with ‘‘do-it-theirself’’ drycieaning results, 
measure their savings in dollars each time 
they visit your store. Have our representative take 
you to a Westinghouse store in your locality where 
you con see for yourself the consumer acceptance 
ond profit potential. ALD will help on location, 
store pi ing, tinving p ti ~~» will 
finance up to 90% of the equipment cost. Modest 
investment. Get in on the ground floor. Start by 
getting your informative Free Copy of the New 
20-page brochure, ‘‘Progress Report: Coin-Oper- 
eted Laundry and Drycieaning Stores’’ from ovr 
local representative. Call or write 
AW, inc. 1961 


ALD, Inc. 


7057 N. Western Ave., 
Chicago 45 
OFFICES IN PRINCIPAL CITIES 
ALD CANADA, Ltd., 
25 Belfield Rd., Rexdale (Toronto) 











Findlay, 


yr Ohio 


Where next 





NEW YORK 


for Ohio Oil’s 4, MAN-ON-THE-MOVE? 


HIGHLIGHTS OF THE NINE MONTHS ENDED SEPTEMBER 30 


Among today’s far-ranging oil men you'll find a growing 
number who represent a medium-sized major with head- 
quarters at Findlay, Ohio, U.S.A. 


More than a decade ago, while maintaining the fast pace 
of its domestic operations, The Ohio Oil Company 
ventured abroad in an exploratory program that now 
reaches to five continents. 


Production of oil came initially in Canada. More re- 
cently, very substantial crude oil reserves have been dis- 
covered in Libya, and a pipe line to the Mediterranean 
is under construction. Petroleum sales and refining 
plans are nearing fruition in Spain and in Germany. 


World-wide growth has reached the point that a wholly- 
owned subsidiary, Marathon International Oil Com- 
pany, headquartered at Findlay, has been organized 
to co-ordinate overseas activities. 


Ohio Oil men at work in the near and far places of the 
globe are making significant progress for a company-on- 
the-move at home and abroad. 





1961 
Total revenues - + « $263,863,000 
Net income - - $ 27,609,000 
Net income per share $1.94 


Dividends paid: 
Cash — per share $1.20 


Common stock 2% 
Capital expenditures $ 33,595,000 
Exploration expense $ 18,594,000 


Shares of common stock outstanding 14,257,338 
(Excluding shares in Treasury: 
1961—31,031; 1960—169,125) 


Net crude oil and natural gas 
liquids produced—barrels - - 32,271,000 


Crude oil refined—barrels - - - - 25,647,000 


1960 
$263,116,000 
$ 27,410,000 

$1.98 


$1.20 


$ 48,066,000 
$ 23,214,000 


13,832,050 


29,760,000 
27,458,000 


On November 7, 1961, the Board of Directors declared a dividend of 40 cents per 
shore payable December 11, 1961, to shareholders of record November 17, 1961. 


THE OHIO OIL COMPANY Findlay, Ohio + Marketers of MARATHON products 
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“With all thy getting get understanding” 


THE SMALL INVESTOR 


The small investor is far from being a forgotten man 
on the American scene. Men of big business and poli- 
ticians of consequence constantly vie in heaping laurels 
on his perplexed brow, as they push for diametrically 
opposite acts aimed at propagating the species. In point 
of fact, of course, the modest investor receives far more 
wind and words than service and help. Warmly wel- 
comed as an abstract symbol to belabor the opposition, 
he would find in person a much more chilly reception 
at the many marbled portals in Washington or on Wall 
Street. 

Understandably, the big customer most often comes 
first. The success of underwriting and other major 
financings most often depends on the big customers— 
trusts, funds, banks, insurance companies and institu- 
tional buyers generally. Hector’s decision about whether 
to buy five shares or ten shares or no shares doesn’t 


FACT AND COMMENT 





by MALCOLM S. FORBES 


have a heavy impact on initial decisions. 

But his power as the ultimate arbiter of security values 
is too often overlooked or underestimated. As Merrill 
Lynch, Pierce, Fenner & Smith proved with such mag- 
nificent success, thousands of Hectors with modest orders 
add up to a most powerful, broad-based market influence 
and brokerage house affluence. 

The small investor continues to grow mightily. Re- 
cently the New York Stock Exchange published some 
assorted figures that should establish the importance of 
Hector beyond cliché. 

Three-quarters of the shareholders in this country are 
investors with incomes of less than $10,000 a year. 

Odd lot transactions equal about 20% of the New York 
Stock Exchange’s round lot volume. 

Of American Tel. & Tel.’s 1,911,000 shareholders, 73% 
own less than 100 shares apiece. 

The Exchange selected 25 companies that published in 
their annual reports the most recently available informa- 


tion on this topic. It makes for most interesting reading 





Total Shareholders 

Share- Holding Under 

holders 100 Shares 
American Tel. & Tel. Co. 1,911,000 73% 
Marshall Field & Co..... 15,400 70 


International Salt Co. . 3,641 69 George W. Helme Co. 


BIG BUSINESS-SMALL OWNERS 


Puget Sound Power & Lt. 
Rockwell-Standard Corp. 


Total Shareholders Total Shoreholders 
Shere- Holding Under Shore- Holding Under 
holders 100 Shares holders 100 Shores 
19,361 59% National Fuel Gas Co. 24,688 43 
30,509 57 Gulf States Utilities Co.* 17,430 42 


5515 56 
Total Shareholders 
Shore- Holding Under 


United Gas Corp. ..... 
Westinghouse Air Brake 
Monsanto Chemical Co. . . 


50,741 67 
37,410 66 
83,809 66 


Cincinnati Gas & Elec. Co. 32,400 55 
New England Elec. System 83,291 54 
Addressograph-Multigraph 7,889 52 


holders 50 Shores 


37,805 58% 
27,049 52 


17,655 49 
830,873 48 
30,943 47 


Wisconsin Electric Power 
American Home Products 


Thomp. Ramo Wooldridge 
National Lead Co. ...... 
Canada Dry Corp. .... 


SOURCE: The Exchange. 


11,733 64 
40,949 60 
20,228 59 


Columbia Gas System ... 
Lone Star Gas Co. ...... 
San Diego Gas & Electric 


199,689 52 
21,630 50 
24,335 49 


Dayton Power & Light Co. 
General Motors Corp. 
Bendix Aviation Corp. 








* Common and preferred. 
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GENERALS, ADMIRALS AND SPEECHES 


There has been much argument and debate, hassle and heat in 
recent weeks about the right or the propriety of military Big Brass 


sounding off on all matters of policy, national and international. I'd 


like to quote from two statements made not so long ago by a couple of 


four-starrers which should reassure all Americans about the quality of 


thinking that predominates on the uppermost rung of the American 


military ladder. 


First, General David M. Shoup, Commandant of 
the U.S. Marine Corps. He spoke about the subject 
of anti-Communist indoctrination for men in uni- 
form because he had been asked during a recent 
tour, “Are you developing enough hate?” 

“As far as the Marines are concerned, we try 
to teach them to be good citizens, to be good 
soldiers, but we don’t indoctrinate hate against 
anybody. 

“We're professional soldiers. We fight any 
enemy the President designates. We don’t have 
to develop hate. We don’t just keep talking Com- 

aunism, Communism, Comraunism. 

“I've made more than 100 speeches and I’ve 

never mentioned the word 
Communism. 

“I don’t think that you 
have to hate to be a good 
fighter. A professional 
boxer doesn’t hate his op- 
ponent and, as a matter of 
fact, if he does, he doesn’t 
fight as well. 

“You might build up a 
hate against one enemy 
and find yourself fighting 

GENERAL SHOUP another. 

“Twenty minutes after 
the fighting stopped in World War II in the Pacific 
you saw Marines helping to rehabilitate their for- 
mer enemies, the Japanese, right on the battlefield.” 

General Shoup was asked whether Marines 
would be sent to southeast Asia to fight. 

“It’s none of my damn business,” General Shoup 
snapped, adding that Marines were trained to fight 
anywhere. 


When Admiral Arleigh Burke retired a few 
months ago, after 42 years as an outstanding chief 
of Naval Operations, he delivered a parting mes- 
sage to the fleet, one that all citizens can salute. 


“There comes a time in every man’s life when 


he must attempt to evaluate what he has done 
to better his country, his service, his family and 
his group. This review can very well comprise 
the legacy a man bequeaths to his successors. 

“I have now—with more than a twinge of re- 
luctance—reached this stage, and in retrospect 
I find it impossible to single out any one item 
which I can truthfully say was exclusively and 
inalienably mine. This is a truism which most 
recognize eventually because they learn that ma- 
jor accomplishments can be achieved only with 
the cooperation of friends and shipmates. 

“In 42 years of naval service I have had a 
unique opportunity to serve my country which I 
deeply appreciate. I have 
also been blessed’ by 
the loyalty, support and 
friendship of the most 
dedicated people I have 
ever known, not least of 
whom is my devoted wife. 

“Experience has brought 
me a full appreciation of 
the prize cargo a man can 
hoist aboard. To this be- 
loved Navy I do commend: 

“Love of country, over- ni 

; ADMIRAL BURKE 
shadowing all other loves, 
including service, family and the sea. 

“Individual desire to excel, not for aggran- 
dizement of self, but to increase the excellence 
of the Navy 

‘“Devotion—perhaps consecration—to personal 
integrity in oneself, in one’s service, in one’s 
country. 

“Courage to stand for principle, regardless of 
efforts to dilute this courage through compromise 
or evasion. 

“My service life has been rich and reward- 
ing, and no man can ask for more. May you, 
too, find satisfaction and throughout your 


. . . . ” 
careers experience fair winds and following seas. 
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ELECTRICAL EQUIPMENT 





VIEW FROM THE 23rd FLOOR 


4 lot depends on the way you look at a situation. 
To keep his confidence up, Westinghouse’s Mark 
Cresap much prefers taking the long view these days. 


WHEN he steps to the window of his 
23rd floor office in Pittsburgh’s Gold- 
en Triangle, Mark W.Cresap Jr., presi- 
dent of Westinghouse Electric Corp., 
has his choice of views. He can look 
down in the foreground and see only 
the bleak, depressing roof of a hotel 
Or, if he prefers, he can look farthe: 
out at a bright, beguiling sweep of 
water where the Monongahela meets 
the Ohio River. These days, Presi- 
dent Cresap has much the same choice 
when he steps back to his report- 
littered desk and looks at the shape 
Westinghouse is in. The long-range 
prospects may be every bit as be- 
guiling as he says they are. But it 


Westinghouse Electric Corp. Traded NYSE 
Recent price: 39. Price range (1961): high 
50: low, 38. Dividend (1960): $1.20. Indi- 
cated 1961 payout: $1.20. Earnings per share 

1960) : $2.22. Total assets: $1.5 billion. Ticker 
symbol. WX 
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takes real effort to lift his gaze from 
the undeniably bleak present. 

The Net of It. The measure of 
Cresap’s current trouble at Westing- 
house, the nation’s second largest 
electrical equipment maker, was 
clearly seen in the third-quarter re- 
sults he announced last month. Profits 
dropped a sickening 73°; on sales that 
ran only 7% below last year’s third 
quarter. For the nine months as a 
whole, Westinghouse’s net of $25 mil- 
lion ran 58°, below 1960's same period 
on a sales drop of 5°,, to $1.4 billion 
With nine-month net per share at 
just 67c, Westinghouse was headed 
for its worst year since 1956 

The big factor in this acute profit 
squeeze can be traced directly to 
orders written as much as two years 
ago. Roughly half the turbines, 
switchgear and other heavy electrical 
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apparatus Cresap shipped this year 
were billed at prices set during bitte: 
competition in 1959 and 1960. Prices 
he realized on apparatus contracts 
signed this year were no bette! 

Cresap had hoped to recover through 
improved manufacturing efficiency 
some of the profit margins that had 
narrowed under competitive pressure 
from General Electric, Allis-Chalmers 
and others. But as nine-month earn- 
ings showed, the hope was vain 

More than Pride. Why was Westing- 
house so hard hit? After all, arch- 
rival General Electric last month 
reported nine-month sales of $3.1 bil- 
lion, up 2.8°,, and profits of $151 mil- 
lion, down a comparatively mild 11° 
But GE and Westinghouse are quite 
different situations. Westinghouse re- 
lies more than twice as much on 
apparatus sales as GE (55° of sales 
last year vs. 25°, for GE) 

But apparatus sales weren't the 
only problem. Westinghouse’s broad 
line of consumer appliances (account- 
ing for some 25% of sales) weren't 
much of a help to over-all profit mar- 
gins either thus far this year. Apart 
from margins as such, sales volume in 
appliances was, in Cresap’s word, 
“disappointing.” 

For Cresap this is fairly bitte: 
medicine. A man who has aimed at 
nothing less than surpassing GE from 
the day he became Westinghouse 
president in 1958 (“We do not intend 
to be anything less than first in the 
electrical equipment business”), Cres- 
ap this year finds his after-tax return 
on sales trailing GE’s by the widest 
margin (1.8°; vs. 4.8°) of his reign 

But more than Cresap’s pride is 
being hurt. Not two years ago, even 
while apparatus prices were tumbling 
Westinghouse’s board of directors con- 
fidently raised the quarterly dividend 
from 25c to 30c. The company has 
now failed to cover the dividend fo 
three straight quarters. At 1l4c per 
share, third-quarter net was the low- 
est since a strike caused a loss in the 
first quarter of 1956 

The Long View. Cresap, however, in- 
sisted last month that short-range 
troubles would not distract him from 





ll 





long-range goals. He has not cut back 
a nickel on capital spending this year. 
Far from it, said he, “Capital expendi- 
tures alone in 1961 will exceed the 
$68 million spent in 1960.” Moreover, 
he is continuing to pour needed money 
into a string of long-range ventures, 
from coin-operated dry cleaners to 
commercial atomic fuels. 

“Despite their drain on current 
earnings,” said Cresap last month, 
“carefully planned, long-range proj- 
ects to reduce costs and develop new 
products should not be cut back.” 
Said one Westinghouse executive, 
commenting on the boss’ mood: “No- 
body’s pushing the panic button 
around here.” 

Given the state of apparatus prices 
in general these days, that was no 
small claim. One major company has 
cut executive salaries from 5% to 
25%. Another is known to have con- 
sidered putting all its research per- 
sonnel on a four-day week—at four 
days’ pay—because of the current 
squeeze on profits. It dropped the 
idea in time. But in an industry so 
dedicated to research, the fact that it 
even came up was a measure of how 
hard pressed the companies are. West- 
inghouse has cut no pay, and, as 
Cresap has made very plain, has not 
cut back on research. 

Only time will tell whether West- 
inghouse’s management is whistling in 
the dark to keep up courage or wheth- 
er its hopeful view of the future is a 
clear and sound one. 


V ANAGEMENT 


COMPANY IN 
SEARCH OF A GOAL 


Vo one need have any doubt 

about Avisco’s ability to sur- 

vive. But the question is: 
Survive for what? 





Every well-run company, the text- 
books tell us, should have a clear-cut, 
long-range objective. One big US. 
corporation that seems to be flounder- 
ing these days without one is big 
(total assets: $314 million) American 
Viscose Corp.* “We're really in a 
bind,” admits Chairman Frank Reich- 
el. “There’s no great growth potential 
in our main fields and we have no 
actual plans about setting a corporate 
goal.” 

What happened, to put matters 
bluntly, was that Avisco’s main busi- 


*American Viscose Corp. Traded NYSE 


Recent price: 5612. Price range (1961): high, 
63; low, 41. Dividend (1960): $2. Indicated 
1961 payout: $2. Earnings per share (1960) 
$1 ow we assets’ $214 million. Ticker sym- 
”) . 
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ness was all but shot from under it. In 
the early postwar years, the company 
had a burst of prosperity as the U.S.’ 
No. One producer of viscose rayon, 
even now 66% of total Avisco sales, 
and the No. Two maker of cellophane, 
now 33% of total Avisco sales. Sales 
hit a record $271.8 million in 1951. 
But newer fibers began biting into 
rayon’s market. Rayon prices went 
into a tailspin, dropping from 40 cents 
a pound in rosy 1950 to 26c in 1960. 
Down with the price went Avisco’s 
earnings, from $6.26 a share in 1950 
to last year’s dismal $1.45. Cello- 


AVISCO’S FRANK REICHEL: 
he’s in a bind 


phane prices aren’t under much pres- 
sure, but competing materials are 
restricting the growth of Cellophane. 

Outside Investments. Considering the 
magnitude of the blow, Avisco did 
well to stay in the black at all. “The 
reason we can make money selling at 
these prices,” explains Reichel, “is 
that our plant is depreciated.” Last 
year Reichel’s accountants had to 
charge only $15.5 million in deprecia- 
tion against Avisco’s $345 million 
worth of plant and equipment. Hence 
Avisco’s ability to make a profit even 
though its operating profit margin 
shrank from 31% in 1951 to 11% last 
year. 

Avisco also received a considerable 
boost from its successful investments 
in partnerships with other companies. 
It invested $15 million for a half in- 
terest in Acrilan-making Chemstrand 
Corp., eventually traded its invest- 
ment for Monsanto Chemical common 
stock worth some $200 million at cur- 
rent market prices. Another big as- 
set: close to $37 million in cash and 
marketable securities, and net work- 
ing capital of better than $77 million. 
The combined value of the working 


capital and securities is almost $59 a 
share, nearly equal to the current 
market price of Avisco common. 

Avisco’s dividends, too, remain gen- 
erous. Although failing to cover it, 
Avisco last year restored its long- 
standing $2 annual dividend. “We 
didn’t need the money,” explains 
Reichel, “so we paid it to our stock- 
holders.” 

Leads from Research. Lately, how- 
ever, Avisco has done comparatively 
little to put its liquid assets to work 
in its business. AviSun, a polypro- 
pylene venture jointly owned by Avis- 
co and Sun Oil is promising, but small 
relative to the assets Avisco 
available. 

What about research? Avisco’s re- 
search has been helpful. It was its own 
research that originally took Avisco 
into the Chemstrand deal. Research 
also has given the company Avicel, a 
non-food substance which, when swal- 
lowed, will give people the illusion 
they are eating. 

Avicel’s discovery has made Avisco 
a very active stock. Yet without any 
experience in the food business, Avisco 
can only exploit its product by 
manufacturing for other companies. 
Reichel is firm on one point: “We 
are not going into the food business 
and that is definite. Our fondest hope 
is that Mead Johnson will become a 
big user. Avicel can be mixed with 
Metrecal to form a solid bar which 
would satisfy hunger better than the 
present liquid.” 

Bring the Foreigners Back? With his 
depreciated plant, Reichel is now 
holding his own in the rayon market. 
The present low price has discouraged 
foreign competition in the U.S. mar- 
ket, and the import flood has dropped 
from an annual rate of 115 million 
pounds in 1959 to a current 30 mil- 
lion. “Why last September,” says 
Reichel, “I even raised prices a penny 
a pound.” In so doing he boosted 
Avisco’s earnings for 1961’s_ third 
quarter to 5lc a share, a big im- 
provement over the llc earned in the 
same 1960 quarter. But further price 
improvement is unlikely. “We can't 
price much higher,” he admits, “and 
not bring the foreigners back. I’m 
hoping I can get away with this penny 
increase.” 

None of which, however, solves the 
problem of finding a basic, profitable 
business for Avisco. Avisco, for all its 
money and all its demonstrated re- 
search skill, thus continues living 
from day to day, pursuing a well- 
heeled but aimless existence. Reichel 
himself admits that this is not a satis- 
factory state of affairs. “Our stock- 
holders,” says he, “haven’t been pres- 
suring us to find a goal, but they are 
getting curious.” 


has 
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RAILROADS 


STRANGE WAY TO 
RUN A RAILROAD 


The Rock Island has adopted 

an unusual way to run a rail- 

way: a triumvirate of outside 

businessmen on top, with a 

railroadman handling oper- 
ations. 


“Oh, the Rock Island Line is a 

mighty fine line. .. .-—Otp FoLKsonG 
AT A TIME when most USS. railroads 
had their hands full combating the 
rigors of the latest recession, the 7,500- 
mile Chicago, Rock Island & Pacific 
Railroad Co.* has been confronted 
with an especially embarrassing prob- 
lem: an empty executive suite. In 
February, Downing B. Jenks, Rock 
Island president since 1956, departed 
to take over the top spot at the neigh- 
boring Missouri Pacific. The road had 
no sooner taken that in its stride when, 
in October, Board Chairman John 
Farrington, who guided the road out 
of bankruptcy in 1948, died at the age 
of 70. 

Instead of looking on the outside 
for a new top man, the Rock Island's 
board last month resorted to an ex- 
pedient as common in politics as in 
business; it formed a committee. The 
Rock Island’s board announced re- 
cruitment of a triumvirate in the form 
of an executive-finance committee to 
guide the road’s destinies until a suc- 
cessor for Farrington could be found. 

Surprisingly, there wasn’t a rail- 
wayman on it. Heading the new com- 
mittee was Borg-Warner’s crusty, 
one-time Chairman Roy Ingersoll. 
Rounding out the triumvirate were 
General Dynamic’s Executive Com- 
mittee Chairman Colonel Henry 
Crown, who is a major Rock Island 
shareholder, and Caterpillar Tractor’s 

*Chicago, Rock Island and Pacific Railroad 
Co. Traded NYSE. Recent price: 267,. Price 
range (1961): high, 271s: low, 20. Dividend 
(1960): $1.60. Indicated 1961 payout: $1.60 


Earnings per share (1960) : $2.06. Total assets: 
$496 million. Ticker symbol: RI 
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CROWN 


Board Chairman 
Louis B. Neu- 
miller. If the 
three were neo- 
phytes at run- 
ning a railroad, 
there was no 
doubt that all 
three were old 
hands at running 








a business. No 
doubt either that 
in the circum- 
stances they 
would probably 
need all the 
know-how they 
could muster. 

Profit Squeeze. 
In recent years 
the Rock Island 
has not exactly 
been in trouble 
as railroads go. 
but it has lost 
much of its once- 
vaunted profita- 
bility. Its pre- 
tax profit margin 
was only 4° last 
year, down from 13.5, in 1955. Many 
railroads have admittedly fared no 
better, but most railroads have not 
had the impressive revenue growth 
the Rock Island has experienced in 
recent years. For the Rock Island, the 
more business it got, the less money 
the road made. The result: In just five 
years, while its revenues rose 12° 
its profits dropped 65%, from $17 
million in 1955 to $6 million last year. 

Ex-President Jenks did all the right 
things. He kept the road in top-flight 
condition. He aggressively pushed the 
industrial development of his terri- 
tory. He labored mightily to improve 
the Rock Island’s service, began run- 
ning, for instance, more trains more 
frequently. 

But all this cost money. For ex- 
ample, running more and consequent- 
ly shorter trains costs more than run- 
ning fewer and longer ones. As a 
result, even with a healthy revenue 
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growth, the Rock Island’s operating 
ratio expanded from 75.6% in 1955 to 
80.2% last year. The conclusion seems 
inescapable; the Rock Island was of- 
fering more in the way of service to at- 
tract volume than it was getting back 
in profits. In the circumstances, Rock 
Island's new triumvirate appeared to 
have its work cut out for it: get 
tight control over operating costs 
Cost Cutter. To do that job, Inger- 
soll, Neumiller and Crown are count- 
ing on Jenk’s successor, former Rock 
Island Executive Vice President Rich- 
ard Ellis Johnson. Johnson is a top- 
notch operating man. Since he became 
president last May, Johnson has cut 
the Rock Island’s payroll by $725,000 a 
month, slashed nearly $4 million in 
maintenance outlays. The result is 
that in the first nine months of this 
year, despite a 5.1% drop in revenues, 
the road’s operating ratio contracted 
from 1960's nine-month 79.5% to 
78.6°., with a healthy impact on net 
By such tactics Johnson has already 
ended the crisis that loomed for the 
road's long-standing $1.60 dividend as 
earnings plummeted last spring. He 
has boosted the company’s cash posi- 
tion from $19.4 million in January to 
$25.6 million last month. Says John- 
son: “We're going to cut out all the 
frills we can, without impairing our 
service.” 
All this will go a long way toward 
improving the road’s bargaining po- 
sition as a merger candidate—and the 
Rock Island’s strategic position (see 
map) makes it a prime merger can- 
didate. “Just look at a map of the 
















system,” one d:rector said last month. 
“At 19 points, we interchange traffic 
with 45 other railroads, a record prob- 
ably unequaled by any other system. 
That gives us more potential suitors 
than we can ever use.” But to get top 
terms in a merger, committee members 
Ingersoll, Crown and Neumiller are 
well aware that they will have to first 
make the operating figures look better 
than they have in recent years. 


RAILROADS 


MAKING MORE BY 
CHARGING LESS? 


One thoughtful railroadman 

argues that there’s nothing 

wrong with his industry that 
lower rates won't cure. 





WHEN a businessman gets up and com- 
plains that he needs higher prices to 
make a decent profit—that’s a case of 
dog bites man and everyone yawns. 
But when a businessman says what 
he needs is lower prices—that’s man 
bites dog. Last month outspoken Ben 
W. Heineman, chairman of the ailing 
Chicago & North Western Ry. made 
news with a man bites dog story. 

Addressing the Traffic Club of Chi- 
cago, Heineman said it flatly: there 
was nothing wrong with the railroad 
business that cheaper rates wouldn’t 
cure. His prescription: do away with 
the government control and red tape 
over minimum rates. “I wonder,” said 
Heineman, “how many automobile 
companies we would have today and 
what the quality of their product 
would be if every time an improve- 
ment in efficiency or a price reduction 
were made by one manufacturer, a 
competitor could go before some com- 
mission end seek to prevent it.” As 
thins;s now stand, complained he, even 
when the railroads do try to cut their 
rates to recapture lost traffic, the ICC 
often prevents them. 

In an effort to protect the barge 
and trucking industries from the low- 
cost competition of the railroads, the 
ICC, Heineman charged, had been 
keeping railroad rates at artificially 
high levels. Yet the day was past, 
Heineman went on, when railroads 
were anything like a transportation 
monopoly. “What is there about this 
industry today,” asked he, “which 
warrants singling it out from any 
other competitive industry and hav- 
ing its business allocated ... by 11 
wise men?” 

Cautious Commission. Heineman un- 
questionably had plenty of reason to 
be concerned. In the last session of 
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BEN HEINEMAN: 
he wants more competition 


Congress, the Senate began consider- 
ing a bill that would, in effect, have 
protected the barge and motor car- 
riers from railroad competition. Since 
then, the ICC has been increasingly 
reluctant to approve under the 1958 
Transportation Act any rate reduc- 
tions that would have taken business 
away from the railroads’ barge and 
truck competitors. 

Heineman did not deny that if mini- 
mum-rate regulation were eliminated 
there would be a shift in business 
among the carriers and that as a re- 
sult the marginal carriers—some rail- 
roads among them—would go under. 
But, he argued, that was all to the 
good in a competitive economy; espe- 
cially so since the antitrust laws were 
adequate to prevent predatory price- 
cutting designed only to put a com- 
petitor out of business. In time, Heine- 
man argued, each of the various modes 
of transport would find its appropri- 
ate level, and the result would be an 
immeasurably strengthened transpor- 
tation system. 

Promoting Mediocrity. “As long as 
we follow a procedure whereby none 
shall fail and none may succeed,” 
Heineman said in summing up, “the 
best we can hope for is mediocrity, 
and the shipper, the fermer, the pub- 
lic and the consumer are going to 
lose.” Heineman’s argument made a 
good deal of sense. Whether his free 
enterprise logic would be able to pre- 
vail, however, over vested interests 
who want to keep the strait-jacketing 
status quo remained very much an 
open question. 


FAST GETAWAY 


The reason for bright smiles 
in Detroit was found in hard 
numbers, not soft sells. 


THOUGHTFUL automobile men have 
long been inclined to take Detroit’s 
sales forecasts with a pound of salt. At 
the start of a new model year, many a 
manufacturer fears that a low esti- 
mate might sound like a low opinion 
of the product. 

Last month, automakers sounded as 
optimistic as ever, but salt seemed 
superfluous. The new model year was 
in fact off to a splendid start. The evi- 
dence lay in hard numbers, not soft 
sells. 

Following introduction of 1962 mod- 
els in September, dealers delivered 
535,000 passenger cars in October, 
within 1% of the all-time record for 
the month set in 1960. And in happy 
contrast to last year, the sales pace 
actually increased in November. Re- 
tail sales climbed to 196,000 in the first 
ten days of the month, a record for 
the period and 9% ahead of deliveries 
a year ago. 

“At this rate,” said Lee Iacocca, vice 
president of Ford Motor Co. and head 
of the Ford division, “industry sales 
would be about 570,000 cars, highest 
for the period in history.” Almost 
everyone's figures looked good. Gen- 
eral Motors sales last month were 
running 18% ahead of the year before. 
Ford was up 5.2% and American Mo- 
tors up 13%. Studebaker-Packard, 
which was having its troubles in 1960, 
was up 22%. 

Eating Dust. There was one glaring 
exception. Chrysler sales through 
the first ten months of 1961 had been 
running 34% behind last year (vs. a 
13° drop for the industry on aver- 
age). In the first ten days of Novem- 
ber, Chrysler was dragging again, 
falling 19% behind the same period in 
1960 (vs. a 9% industry gain). 

But for the rest, optimism was the 
keynote. Some top industry execu- 
tives thought that sales of 1962 models 
might have been even better thus far 
if strikes (GM in September, Ford in 
October) hadn’t cut into dealer in- 
ventories. With stocks back close to 
normal (at about 700,000 in mid- 
November), Detroit was off and run- 
ning. Even with the record fourth 
quarter now in view, U.S. factory 
sales for all of 1961 were likely to 
fall 10% or more short of 1960’s 6.7 
million. Sales earlier this year had 
lagged—at times badly. But automen 
were feeling increasingly optimistic 
about 1962. 
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BOB STEVENSON’S UNHAPPY TIMING 


Talk about luck! 


No sooner did Bob Stevenson become 


boss at Allis-Chalmers than the giant business started to slip. 
But most of what happened was beyond Stevenson’s control. 


Amonc the bosses of major US. 
corporations, earnest, hard-working 
Robert S. Stevenson, 55, must surely 
rank as one of the most disappointed. 
He took over as president of Allis- 
Chalmers Mfg. Co.* at a time (1955) 
when the company was being hailed 
as one of the nation’s best-diversified, 
most successful capital goods makers. 
Far from living up to that promise, 
the giant West Allis, Wis. machinery 
maker started to slide soon after Stev- 
enson took over. Last month A-C was 
winding up its worst year since strike- 


STEVENSON: 
everything happened at once 


ROBERT 


bound 1946. Said Stevenson in dis- 
may: “By any standard, a darned 
poor year.” 

The facts pretty much spoke for 
themselves. On a sales drop of almost 
9°; (to $377 million) in the first nine 
months, Allis-Chalmers’ earnings (32c 
a share) were off a resounding 67%. 
That left A-C with a net profit margin 
of less than 1 cent on the dollar, barely 
a quarter of what it was earning a 
few years ago. Of A-C’s major rivals 
in farm equipment, electrical gear, 
construction and materials handling 
machinery, no one was taking this 


*Allis-Chalmers Mfg. Co. Traded NYSE. 
Recent price: 2034, Price range (1961): high, 
2915: low, 19. Dividend (1960): $1.50. Indi- 
cated 1961 payout: $1.25. Earnings per share 
(1960): $1.12. Total assets: $341 million 
Ticker symbol: H. 
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kind of a beating in 1961. Most, in 
fact, were at least holding their own 
and many were showing improved 
results. Deere and Caterpillar Trac- 
tor, for example, were both bouncing 
back handsomely from depressed 1960. 

Sad Comedown. It was indeed a sad 
performance for the broadly diversi- 
fied combine that single-minded, iron- 
willed William A. Roberts had shaped 
up a decade ago. Roberts took the 
company’s hodge-podge activities (it 
was making as many as 14 different 
products under one roof) and molded 
them into a diversified whole. Not 
only did A-C’s left hand know for 
once what the right hand was doing, 
but the company’s broad diversifica- 
tion, said the experts, made it well 
nigh invulnerable to any single cycle 
within the capital goods business. This 
was the legacy that Stevenson (then 
executive vice president) inherited 
when Roberts died in 1955. 

What went wrong? It would be easy 
to blame it all on Stevenson. Easy— 
but not quite fair. For what really 
happened was that the very proposi- 
tion on which A-C’s diversification 
was based had gone sour. One capi- 
tal goods cycle was supposed to bal- 
ance another. Farm equipment, with 
a rhythm of its own, was to provide 
further balance. But all of the cycles 
on which Allis-Chalmers was count- 
ing turned down at once: Capital 
spending slumped (see chart), the 
steam went out of farm equipment 
and heavy electrical goods were hit by 
a rough price war. Laments Steven- 
son: “This fine diversification of ours 
has worked pretty well—until now.” 

Too Much Plant. These simultaneous 
downturns in A-C’s different product 
lines have turned what might other- 
wise have shown up as farsighted ex- 
pansion into a considerable burden of 
overcapacity. The company, plainly 
and simply, is greatly overbuilt. From 
1953 to 1957, Roberts and Stevenson 
poured $80 million into plant expan- 
sion, betting on a sales growth that 
never materialized. 

In 1952 the company was handling a 
sales volume of $514 million with plant 
carried on the books at a gross of $122 
million; this year A-C will do slight- 
ly less business but now carries $240 
million worth of plant. Says Steven- 
son: “There is nothing wrong with us 
that some new orders won't cure.” 
But he adds ruefully: “If we had not 





enlarged when we did, we would be 
in a fairly good shape today.” The 
stubborn fact is that A-C’s plant is 
working at only 60% of capacity as 
against 90% a few years ago. 

Overcapacity problems, of course, 
have been compounded by the vicious 
price wars in heavy electrical equip- 
ment (see p. 11). Faced with all this, 
Stevenson has worked feverishly to 
cut costs. His work force of 31,000 is 
24% down from a few years ago; 
salaried employees have taken 5% 
to 25% pay cuts across the board 
(Stevenson’s own 1960 salary of $122,- 
000 yearly has been cut by a fourth.) 

Brass Knuckle Bidding. This cost 
cutting is desperately needed at a time 
when A-C and its rivals are involved 
in brass knuckle bidding against each 
other for business in heavy electrical 
equipment. For example, New York’s 
Consolidated Edison recently gave 
Allis-Chalmers the job of building 
the world’s biggest steam turbine- 
generator for its new $131-million 
plant. How much profit there is in 
that job, however, remains to be seen 

For the immediate future, therefore, 
Allis-Chalmers’ chances of getting 
back its old-time profitability look 
very remote, to say the least. Next 
year will certainly be a good deal 
better than 1961, but Bob Stevenson 
seems fated to carry his burdens of 
excess capacity and unpredictable 
business cycles a while longer. “At 
least,” sighs he, taking the long, philo- 
sophical view, “we will be ready when 
the upturn comes.” 


ROOT OF THE 
‘TROUBLE 


What's holding back capital spend- 
ing? Excess capacity, says Allis- 
Chalmers’ Stevenson. He points out 
that it picks up only when indus- 
trial output gets over 90% of capa- 
city — which it has not done to any 
degree since the onset of the 1957 
recession. 
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RAILROAD EQUIPMENT 


DIPPING INTO 
THE TILL 


In dipping into ine till to pay 

an unearned dividend, Pull- 

man is deferring to hope as 
well as to tradition. 





Ir may have been more than tradition 
and a strong cash position that caused 
Champ Carry’s board of directors at 
Pullman Inc.* last month to declare 
the usual 50c dividend even though it 
earned merely 26c in the preceding 
three months. 

Pullman, of course, is justly proud 
of not having missed a quarterly pay- 
ment in 94 years, a record for con- 
sistency surpassed on the Big Board 
only by American News. Moreover, 
with $47.6 million in cash and govern- 
ment bonds on hand and no long-term 
debt, Carry can easily afford to dip 
into the till. But Pullman, winding up 
one of its worst postwar years, could 
have slashed its rate and still kept its 
record intact. 

Cautious Optimism. The fact that it 
did not may be a reflection of the 
cautious but growing optimism slowly 
beginning to appear among some of 
the nation’s railway carmakers. They 
are coming through their lowest pro- 
duction period since the steel-short- 
age days of World War II. Freight car 
deliveries for this full year of 1961 
probably won't exceed 33,000, some 
48°, below the annual average for 
the past decade. ACF Industries, No. 
Two in freight cars behind Pullman, 
announced last month that it would 
close its more than 60-year-old Ber- 
wick, Pa. plant and consolidate pro- 
duction in three remaining car works. 

The railroads simply have not been 
replacing or modernizing their rolling 
stock. Pullman, to be sure, does not 
depend exclusively on its rail busi- 
ness. It is also the second largest pro- 
ducer of truck trailers, and has varied 
stakes in capital goods.+ But for the 
really big profits Chairman Carry 
counts on his Pullman-Standard rail 
division, whose plant is written down 
to the point where it can produce fat 
earnings on even moderate volume. 
Thus Pullman cleared only $1 per 
share in the first nine months of this 
year, a 53° drop from 1960 on a 19% 
slide in sales. 


*Pullman Inc. Traded NYSE. Recent price 
387,. Price range (1961): high, 42; low, 3234 
Dividend (1960): $2. Indicated 1961 payout: 
$2. Earnings per share (1960): $2.63. Total 
assets: $222.6 million. Ticker symbol: PU 


fOne thing it does not do: build or operate 
the famous Pullman sleeping cars. It sold the 
Pullman Co. to the railroads in 1947 for $40 
million 
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Accurate Portent? But the worst may 
be over. In the space of four days 
last month, Pullman received an order 
for 850 cars for two railroads. If these 
prove to be an accurate portent, Carry 
may book more business in the last 
two months of 1961 than he did in all 
of the first ten. 


Coupled with a rise in carloadings 
and hopes that the Government might 
soon offer a buying spur by sanction- 
ing faster tax depreciation write-offs 
for freight cars, some usually cautious 
industry men tentatively talked of a 
45,000-to 50,000-car year in 1962—a 
50°. improvement over 1961. 


MANILA ELECTRIC’S VILLANUEVA & GPU’s TEGEN: 


UTILITIES 


buyer & seller finally get together 


LONG VOYAGE HOME 


After 10 years of patient trying, GPU has finally 
brought its $50 million home from the Philippines. 


AS PRESIDENT of General Public Utili- 
ties,* successor to Associated Gas & 
Electric’s vast utility holding-company 
empire, onetime SEC utility expert 
Albert F. Tegen has had his work cut 
out for him. In the years immediately 
following the war, Tegen labored 
mightily to bring GPU’s widely dis- 
persed operating companies into com- 
pliance with the requirements of the 
Public Utility Holding Company Act 
Tegen sold off properties in such 
places as New York and South Caro- 
lina, and with considerable ingenuity 
welded GPU’s four New Jersey and 
Pennsylvania companies into a single 
coherent operating system. But one 
problem Tegen conspicuously failed to 
solve: what to do with GPU’s Philip- 
pine subsidiary, Manila Electric. 

The Devil & the SEC. When GPU 
emerged from reorganization in 1946, 
Utilities. Traded 
Price range (1961): high, 
Dividend (1960): $1.13. Indi- 
cated 1961 payout: $1.20. Earnings per share 


(1960): $1.61. Total assets: $930.7 million 
Ticker symbol: GUY 


*General Public 
Recent price: 375% 
3778; low, 265%. 


NYSE 


Manila was still largely in ruins. But 
in the next several years GPU dili- 
gently began to rebuild the devas- 
tated property, injected periodic sums 
of cash. For the first five postwar 
years it plowed back all of Manila 
Electric’s earnings, continued to plow 
back half of them thereafter. 

Then, in 1951, just as Manila Elec- 
tric was getting back on its feet, the 
Securities & Exchange Commission 
ordered GPU to get rid of the com- 
pany and comply with the provisions 
of the Holding Company Act. That 
was easier said than done. Though 
GPU carries its Manila investment on 
the books at a modest $14.9 million, 
the company was worth at least $43 
million and probably considerably 
more. But worth it to whom? Few 
Filipinos had the resources to buy it, 
and outsiders were unwilling to risk 
such a sizable investment in the post- 
war Philippine economy. 

“We told the SEC,” Tegen recalls, 
“that, because of currency controls, 
there were no visible means of dis- 
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posing of the property.” Caught be- 
tween the devil and the SEC, Tegen 
did the only thing he could. He per- 
suaded Congress in 1956 to pass a bill 
enabling GPU to retain permanent 
control of the subsidiary. That took 
the pressure off, but didn’t change 
Tegen’s determination to sell. Says 
Tegen: “We said then that, when we 
could find a buyer, we would sell the 
company, and we meant it.” 

Certainly Tegen and GPU had com- 
pelling reasons to do so. On its Philip- 
pine investment, in part because of 
currency restrictions, GPU was get- 
ting nothing like the return derived 
from its domestic subsidiaries. 

Sold! Last month, Tegen announced 
cheerfully that Manila Electric had 
finaily been sold. The price: $52.5 
million plus undistributed earnings 
from September 30, 1961. The buyer: 
Meralco Securities Corp., a concern 
organized by Philippine sugar indus- 
trialist Eugenio Lopez, specifically to 
take over the property. The terms: 
$5.3 million down, the remainder in 
nine annual installments under letters 
of credit guaranteed fully by 16 Phil- 
ippine and in part by ten U.S. banks. 

For GPU’s stockholders the deal 
offered some substantial long-term 
advantages. “We've been getting 
about $2 million a year from Manila,” 
Tegen says, “and we expect that we'll 
get double that amount from the pro- 
ceeds—eventually. It takes a while 
in this business for an investment to 
pay off.” Another benefit: Now GPU 
will probably not need to resort to 
any more equity financing for the 
next several years, to finance expan- 
sion of its U.S. subsidiaries. 

“Of course,” Tegen adds hastily, “if 
our earnings begin to climb rapidly, 
as they might if the economy picked 
up or if we made some substantial re- 
duction in our costs—we might have 
to sell more stock, but even then the 
proceeds of the Manila sale would 
give us a sort of forward cushion.” 
In any case, Tegen’s skillful patience 
in dealing with the Manila problem 
had finally paid off. 


PHILANTHROPY 








DOMESTIC UTILITY 


The sale of Manila Electric marks 
something of a milestone in Philip- 
pine history. After 54 years of Amer- 
ican ownership, the company has at 
last passed into Philippine hands. 
A Meralco vice president, Roberto 
Villanueva, will take over as presi- 
dent, the first Filipino to run the 
company in its history. Villanueva 
intends to organize a new all-Filipino 
board, but keep intact the company’s 
management and personnel organiza- 
tion. “The turnover” says he, “will 
be gradual to enable the company 








to continue with past policies.” 
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ARS GRATIA 
TAXES 


Giving can be more profit- 
able than selling for people 


in high income-tax brackets. 


A REMBRANDT, “Aristotle Contemplat- 
ing the Bust of Homer,” made art his- 
tory and financial news last month. 
Purchased by the late Alfred W. 
Erickson, the New York advertising 
man of McCann-Erickson, Inc., for 
$590,000 in 1936, the picture was sold 
at auction by trustees of his widow’s 
estate for $2.3 million last month.* 
Knocked down to the Metropolitan 
Museum of Art after four minutes of 
bidding, the Rembrandt fetched the 
highest price ever paid for any picture 
in history. 

A handsome capital gain, but it 
lacked one angle of profitability well- 
known to well-heeled art collectors: 
the tax angle. Erickson’s heirs pre- 
sumably will have to pay a capital- 
gains tax of some $425,000. Many 
collectors in high income-tax brackets 
often do better giving their pictures 
away than selling them at even the 
fanciest prices. So Robert S. Samuels, 
president of French & Co., reminded 
7,500 clients in a shrewd and witty 
brochure last month. The art dealer 
pointed out that the clever use of 
“charitable deductions” on income 
tax returns forces the Internal Rev- 
enue Service to make “giving” a 
profitable enterprise. 

The Rich Get Richer. Samuels made 
his point with the hypothetical case of 
Mr. Martin, an art collector in the 90% 
tax bracket. Mr. Martin had bought 
a picture years ago for $30,000 and it 
had since appreciated to $70,000. If 
he sold it to a fellow collector for 
$70,000, Martin would pay a capital 
gains tax of $10,000 (25% of the 
amount of appreciation). Result: 
Martin winds up with $60,000. 

But suppose, says Samuels, Martin 
gives the painting to his local museum 
of art. Martin may be allowed to 
deduct the entire $70,000, not just the 
purchase price. In the 90% bracket, 
this is worth $63,000 to him. This 
puts him $3,000 ahead compared with 
a straight sale. 

Not even this, says Samuels, is the 
best possible way to work it. Martin 
might be able to sell the picture to 
a museum at the original cost of 
$30,000 and donate the remaining $40,- 


*The picture also furnished a neat example 
of the ups & downs of art as equity. Erickson 
had owned the picture once before. He first 
bought it for $750,000 in 1924, had to take 
$500,000 for it when he sold it after the stock 
market crash in 1929. (Rembrandt got $7,800 
for it in 1653.) 


000 of appreciated value. The $30,000 
proceed goes straight into his pocket 
—simply a tax-free recovery of his 
cost. The $40,000 gift, to a man in the 
90% bracket, saves $36,000 in income- 
tax liability. This “bargain sale” 
technique nets Martin $66,000—$3,000 
more than outright gift, $6,000 more 
than straight sale. The same, of 
course, works for securities and other 
forms of property. 

Where the original cost is way be- 
low current value, generosity can be 
more profitable than even the shrewd- 
est trading—if the tax bracket is high 
enough. Thus the rallying cry of col- 
lectors might well be ars gratia vec- 
tigalium—art for taxes’ sake. 


BUILDING MATERIALS 


GLAD GOOD-BY 


Joe Grazier has said a glad 
good-by to American Stand- 
ard’s money-losing kitchen 
cabinet business. The shares 





he paid for it, unfortunately, 
are still there to plague him. 


THE vast few years have not been 
good ones for the 80,000 stockholders 
of American Radiator & Standard 
Sanitary Corp.* or for the company’s 
hard-working Chairman Joseph A. 
Grazier. The giant heating and 
plumbing manufacturer’s domestic 
revenues of around $350 million have 
been netting on average barely 2 
cents on the sales dollar in the past 
five years. Its dividends, at the cur- 
rent annual rate of 80c, are barely 
over half of what they were in the 
early Fifties and the company is earn- 
ing less than 5° on its shareholders’ 
investment as against some 10% then. 
Last month Joe Grazier had more 
bad news for his stockholders. Ameri- 
can Standard’s Youngstown kitchen 
cabinet division, he announced, which 
had cost the company 1.7 million 
shares (then worth some $36 million) 
of its common stock when it bought 
Youngstown back in 1955, had just 
been liquidated for $6.2 million. The 
buyers: a group of investors which 
includes Leonard Morey, president of 
New York’s J. M. Lehmann Co. 
Basic reason for the sale was to 
comply with a Justice Department 
consent decree (Justice claimed that 
the acquisition violated the Clayton 
Act by lessening competition in the 
kitchen and plumbing supply market). 


*American Radiator & Standard Sanitary 
Corp. Traded NYSE. Recent price: 16% 
Price range (1961): high, 16%; low, 12% 
Dividend (1960): 80c. Indicated 1961 pa out: 
80c. Earnings per share (1960): $1.1 otal 
assets: $374.6 million. Ticker symbol: AST. 
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But Grazier wasn’t at all sorry to see 
the division go. “It just wasn’t worth 
the trouble, expense and effort,” he 
explained last month. 

A Money-loser. The fact was that the 
kitchen cabinet business had been a 
big money-loser for the past three 
years. On the surface Grazier’s deci- 
sion to push the big maker of plumb- 
ing, heating and air conditioning 
equipment into making cabinets for 
kitchens had seemed sound. Grazier 
already had a small line of kitchen 
sinks and needed a wider product 
spread in this field. Moreover, the 
company acquired, Mullins Manufac- 
turing, was also a maker of steel bath- 
tubs which would complement Ameri- 
can Standard’s enamel ones. 

But it soon became clear that 
Grazier had walked deeper into a 
situation which was already plaguing 
American Standard in many of its 
other lines. Mullins Manufacturing, 
like American Standard, was merely 
a fabricator with no raw material 
position, and therefore particularly 
sensitive to a “cost price squeeze.” 

“We had to pay the same wages as 
the steel industry,” laments Grazier, 
“and at the same time the price of the 
steel we bought 
year. 


rose almost every 
But we were unable to pass on 
these increased costs in our selling 
price.” 

It was no help, either, that the 
American housewife began to prefer 
wood cabinets over metal. Especially 
was this so when the price of plywood 
declined sharply, giving wood cabinets 
a price advantage over steel ones. 

Prosperity in Europe. With this 
money-losing division out of the way, 
and with business picking up gener- 
ally, Grazier looks for better things 


AMERICAN STANDARD’S 


ahead. He is already getting benefits 
from the $104 million he has put 
into capital expenditures over the 
past five years, almost half of which 
went for mechanization and labor 
saving in foundry operations and fin- 
ishing of plumbing lines. “Today the 
plumbing and wet heating business 
earn our major profits in the U.S.,” 
he says. American Standard’s inter- 
national operations are also thriving. 
About three-fourths of total sales 
came from the U.S. last year, but they 
produced only one-third of American 
Standard’s $1.10 per share earnings; 
the greater part of profits came from 
the company’s 20 European plants. 

American Standard’s heating and 
air conditioning and industrial con- 
trols business, he admits, have not 
met with the same success. “The in- 
dustrial equipment is a real problem 
area,” says Grazier. “We diversified 
into it to counterbalance the swings 
in the building cycle. But this year 
both cycles have declined.” 

In the air-conditioning field, Graz- 
ier had no better luck. Sighed he: 
“The appliance field in general has 
not been profitable recently.” 

Still Dissatisfied. With the ailing 
kitchen cabinet business out of the 
way, Grazier looks for American 
Standard to overcome its slow start 
earlier this year. For the first three 
quarters the company’s’ earnings 
dropped 1.4% below 1960's nine-month 
net to 78c a share. “By the end of this 
year,” he says, “we should be some 
10c a share ahead of the $1.10 we 
earned last year.” 

Even so, Grazier is very far from 
happy with his company’s showing. 
Says he, slamming a fist on his large 
oak desk: “We have got to make 


BATHTUB PRODUCTION LINE: 


caught between the customer and the supplier 
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more profit than this.” But Grazier’s 
task is not made any easier by one 
fact: While the kitchen cabinet busi- 
ness is gone, its memory lingers un- 
pleasantly on in the form of the 1.7 
million American Standard common 
shares that Grazier used to pay for it. 


PAPER 


THE SURGEON 


With some sharp surgery. 

Karl Bendetsen has partly 

cured Champion Papers’ 
profitless prosperity. 


Earty 1n 1960, Champion Papers, 
Inc.’s new president, Karl R. Bendet- 
sen, found himself at the head of a 
company with rising volume but de- 
clining profits. Said he: “It does not 
make sense to have to operate at 
close to 100% of capacity and still not 
make much money.” 

In fiscal 1960 (ended March 31), 
the year Bendetsen took over, Cham- 
pion operated at about 98% of its 
rated capacity, but its earnings ($2.11 
a share) were 24% less than 1957's 
—a year when sales were $47 million 
lower. 

Bendetsen started wielding a sharp 
fiscal knife. He disposed of some 
profitless sidelines (a foil-like paper, 
for one), and concentrated on his 
main business (making fine papers 
and printing papers). He cut his pro- 
duction force by 18%, his office force 
by 32% and reduced total overhead 
by a walloping $14 million. Bendet- 
sen then broadened his basic product 
mix and beefed up his distribution 
system with the acquisition of Car- 
penter Paper Co. this year. 

For the first half (ended Sept. 30) 
of its current fiscal year, Champion, on 
a slight decline in sales (to $78.4 mil- 
lion), pushed profits up a smart 42° 
(to $1.15 a share). The results looked 
even better compared with the rest 
of the industry. Like his rivals, Ben- 
detsen had operated his plant at 90% 
of capacity through September. But 
while Champion’s profits rose hand- 
somely, the industry as a whole has 
had to setttle for a decline in earn- 
ings. “We have achieved,” declared 
Bendetsen, “the first objectives of 
what we set out to do.” 

Bendetsen was pleased, but far from 
satisfied. “Current earnings are still 
short of what is needed,” said he, 
adding: “We are still below competi- 
tive levels.” His once-tried, found- 
true remedy: more cost cutting, more 
hard work on plant efficiency, sales 
and marketing. Champion’s profit 
problem was smaller, but it was still 
a problem. 
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TRUCKS 


WHITE MOTOR: “A” FOR AGILITY 


Medium-sized companies worried about sur- 


vival in 


overcrowded 


industries would do 


well to ponder the example of White Motor. 
White not only survived in such a situa- 
tion but achieved considerable prosperity. 


Hap ANY reasonable man been asked 
to pick a company with dismal pros- 
pects a decade or so ago, Cleveland’s 
White Motor Co.* would have been 
a pretty fair candidate. It was 
relatively small, with sales of $103 
million in 1950 and net assets of $42.2 
million. As a manufacturer of me- 
dium-sized trucks, it was flanked on 
one side by such mass producers 
of light trucks as Ford, General 
Motors and International Harvester 
with whom it could hardly hope to 
compete. And the big growth in 
truck demand was clearly develop- 
ing in the heavy-duty field where 
White was relatively weak and 
dwarfed by another independent, 
Plainfield’s (N.J.) Mack Trucks. To 
adapt the old factory gag, White's 
product was too expensive for light 
work and too light for heavy work. 

Quite naturally, Wall Street did not 
regard White’s survival chances very 
highly. At one point in 1950 its com- 
mon stock sold as low as $6 a share 
(on the basis of current shares)— 
which was less than one-quarter the 
book value of its stock and less than 
the value of its current assets alone. 

Today things are very different. 
WH common has sold as high as 60 
this year—a substantial premium over 


*White Motor Co. Traded NYSE. Recent 
price: 4915. Price range (1961): high, 601%; 
low, 4014. Dividend (1960): $2 plus 5% stock. 
Indicated 1961 payout: $2. Earnings per share 
(1960): $3.10. Total assets: $213.4 million 
Ticker symbol: WH. 
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its book value of $42.50. And its earn- 
ings, which were $2.47 a share at the 
start of the decade, went as high as 
$6.94 (in 1959) before being cut by 
the recession to last year’s $3.87 (on 
average shares outstanding). White, 
moreover, is now a big company with 
probable sales of about $335 million 
this year and net working capital of 
$140 million. 

The story of how this transformation 
was brought about is worth telling 
for several reasons. Most impor- 
tantly, it illustrates how a well-con- 
ceived, long-range goal, intelligently 
pursued, can save even the most un- 
likely looking business. Secondly, it 
illustrates a process of absorption of 
the weak by the less-weak that is 
undoubtedly going to occur in many 
other overcrowded and fragmented 
U.S. industries, such as electronics, 
over the decade to come. Nor is the 
story without its current suspense 
and topicality: Having gone as far 
as it could in its own industry, White 
has quite recently veered off in a 
totally new direction. 

How To Buy Health. It helped that 
canny 72-year-old Chairman Robert 
F. Black, an industry veteran who 
started as an apprentice with Mack 
Trucks before World War I, was a 
hard-headed realist. The temporary 
strength of postwar prosperity did 
not luil him. He perceived that the 
company was in trouble, and he still 
regards White’s post-World War II 


crisis as the gravest in company his- 
tory. “When business first began to 
ease off after the war,” he recalls, “I 
took a hard look at the company and 
decided that unless we could increase 
our market base and our size, sooner 
or later we would go the way of the 
1,800 truck companies that had failed 
In our case it might be later rathe 
than sooner, but inevitably it would 
come.” Therefore, Black and John 
Nevin (“Nev’) Bauman (the latte: 
was the company’s sales boss for two 
decades before becoming its presi- 
dent in 1956 and, in 1960, its chief 
executive officer) decided on a simple 
course: Rather than wait for some of 
the smaller outfits to fail or merge, 
White would actively set about acquir- 
ing them to beef up its own position 

Their most urgent need was to put 
White into heavy-duty trucks. Thei: 
initial move was a 1951 deal with 
Freightliner Corp. of Portland, Ore., 
by which White would sell, distribute 
and service the special trucks that 
Freightliner produced to take advan- 
tage of the West Coast’s liberal weight 
and dimension laws. This was fol- 
lowed in the same year by the pur- 
chase, for some 52,000 shares of White 
common, of smallish Sterling Moto: 
Truck Co. of Milwaukee, most of 
whose registrations (totaling 334 in 
1951) were in the over-26,000-pound 
class. Sterling also had the interest- 
ing advantage that when it was liqui- 
dated in 1953, it yielded nearly twice 
what it had cost. 

Heavy, Heavy. Sterling was liqui- 
dated so quickly because meantime 
a bigger fish had been hooked—Auto- 
car Co. of Ardmore, Pa., which was 
then racking up registrations of 1,500- 
2,000 heavy-duty trucks per year 
White paid a respectable $8.7 million 
for Autocar’s assets, which included 
an inefficient, old, multistoried plant 
in downtown Ardmore and an unusu- 
ally expensive distribution setup. 
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These dubious advantages were 
smartly turned into real ones by sell- 
ing Autocar’s old plant, combining its 
distribution system with White’s and 
liquidating the resultant leftovers. 
The process yielded more than enough 
cash both to build a brand new plant 
and to supply the new division with 
working capital: The Autocar deal 
also marked a further refinement in 
White’s acquisition program: It was 
paid for with preferred stock, thereby 
minimizing dilution of earnings and 
equity. 

White’s strong position in the 
heavy-duty field really dates from the 
period of the Autocar purchase. In 
1952, the year before Autocar, heavy- 
duty (i.e., over-26,000-pound) trucks 
accounted for only 21% of White reg- 
istrations. The 1954 figure, including 
Autocar, was 51°. And most impor- 
tant, White had made the switch in a 
hurry. “We just didn’t have the ex- 
perience and the talent to get quickly 
into the heavy-duty line,” says Presi- 
dent Bauman. “It would have taken 
us two or three years. But by build- 
ing solidly on a known reputation, 
we gained five years by the Autocar 
move.” 

A White by Other Names. But getting 
White quickly and solidly placed in 
heavy-duty trucks was only half of 
the Black-Bauman strategy; the other 
half was to preserve, and if possible 
extend, White’s penetration in the 
“light heavyweight” markets it al- 
ready had. Here, too, Bauman and 
Black decided to buy different brand 
names and distribution systems, even 
though the vehicles would tend to 
become increasingly indistinguishable 
from White’s own as time progressed. 
“There was,” remarks Bauman, “sim- 
ply no other way to do it.” 

First move in this direction was the 
purchase, in June 1957, of the vener- 
able Reo Corp. of Lansing, Mich. 
for $10 million. Like Autocar, Reo 
bore the burden of a bloated and ex- 
pensive distribution system. But that 
system included a core of 100 or so 
good distributors; the company had 
better engine designs and production 
facilities than White itself; and as a 
long-time specialist in military vehi- 
cles, it was even then engaged in fill- 
ing a major order for Army trucks. 

By shrinking Reo’s inventory and 
closing its branches promptly (dis- 
tribution is still carried on mainly 
by independent distributors, how- 
ever), White was able to put the divi- 
sion in the black almost at once. And 
Reo has had the further virtue of 
supplying a growing number of mod- 
ern overhead-valve engines for use 
in White trucks, in place of the older 
White L-head designs. 

Less than a year after the Reo deal 


White was at it again, this time with 
the purchase of the assets of Diamond 
T Motor Car Co., a Chicago truck- 
maker whose $56.3-million sales in 
1957 were in about the same weight 
categories as White’s. Diamond T, 
which cost $10.4 million vs. a book 
value of only $11.3 million, had noth- 
ing like the financial cushion that had 
marked White’s earlier deals. But it 
still had some time to go on a military 
contract, after which substantial pro- 
duction economies might be secured 
by combining the whole Diamond T 
and Reo manufacturing operations in 
Lansing. 

Only once during the 1950s did 
White make a major departure from 
its long-range plan by making a big 
nontruck acquisition: Superior Diesel 
of Springfield, Ohio, a maker of sta- 
tionary and marine diesels. Even 
Superior, however, was more closely 
related to trucks than it seemed. Su- 
perior was bought in 1955 for some 
$3.9 million (about 50 cents on the dol- 
lar) from National Supply Co., which 
found that it was selling more of othe: 
people’s diesels with its oil drilling 
rigs than its own. 

Black and Bauman had hoped that 
Superior might help to design a new 
truck diesel for White. However, 
Superior has been sufficiently busy 
prospering in its own field, so that 
the truck engine project was even- 
tually transferred back to White in 
Cleveland. And White, relying main- 
ly on diesels bought from Cummins 
Engine, has yet to overtake Mack in 
diesel-powered, heavy-duty trucks. 

All told—and considering the num- 
ber of companies involved in White’s 
acquisition program—the company’s 
stockholders came out of the decade 
of the 1950s exceedingly well. The 
company was, of course, saved. And 
while it did have to take on an extra 
$13 million or so in long-term debt 
and $8.7 million in preferred stock, 
there was remarkably little dilution 
involved. Book value over the decade 
rose from $24.70 a share to over $40 
and working capital from $18.19 per 
current share to nearly $50. During 
this period when sales rose 225°, and 
net income 237%, the common capi- 
talization increased only 94%. 

One reason that stockholders got off 
so lightly was the skillful way White’s 
management maneuvered the whole 
program. The company, often acting in 
the person of Financial Vice Presi- 
dent John P. (“Pete”) Dragin, man- 
aged to handle those purchases so 
astutely that they usually helped to 
purchase themselves. Not only was 
the handling of the acquisitions sound, 


*Mack, with about 70% of its output diesel- 
powered, accounts for nearly a third of U.S. 
diesel trucks. 
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so was its direction. In the heavy-duty 
truck field—the only one where an in- 
dependent can hope to survive—White 
began the decade with a meager 10% - 
11% of the market vs. over 30% for 
Mack. It ended it with some 25% of 
a trebled market, a solid second only 
to International Harvester (about 
26%), and clearly in front of Mack 
(21%), not to mention such also-rans 
as Ford and General Motors down in 
the 10% neighborhood. 

Mailman Rings Twice. The only trou- 
ble with White’s strategy in the 1950s 
was its built-in limitation; eventually 
it would exhaust the supply of likely 
prospects. Indeed, after White’s ab- 
sorption of Diamond T in 1958, there 
were, in addition to the Big Five, only 
three independent makers of heavy- 
duty trucks worth mentioning—FWD, 
Kenworth and Peterbilt Motors—and 
no one of the three was a tenth as 
large as White. Therefore, White was 
forced, like it or not, to look outside 
the truck field for any further expan- 
sion or diversification. 

White could, of course, have tried to 
stand pat and hold on to the not in- 
considerable position it already had in 
its own industry. But a decade of 
hectic growth had left White’s man- 
agement in an aggressive frame of 
mind, unwilling to settle for a more 
passive role. “We basically wanted to 
continue to grow,” says Dragin, “and 
we thought our expansion was over 
in the truck field.” Adds Chairman 
Black: “We figured we could strength- 


DYNAMOMETER RUN BEFORE DELIVERY: 


en our underpinnings for the years to 
come.” 

At this point Black and Bauman 
were approached by Abraham and 
Joseph Mailman, a pair of situation 
artists with whom they had dealt 
in the purchase of Diamond T. The 
Mailman brothers had put the pro- 





in 1950. 


is death on earnings. 


million. 





TAILOR-MADE 


Over two-thirds of U.S. truck output today consists of relatively light 
(under 10,000 pounds gross weight) vehicles that are mainly extensions of 
passenger car assembly lines. The rest, including White's end of the busi- 
ness, are bigger, more expensive (often upward of $10,000), specialized 
vehicles used for heavy deliveries, intercity trucking, construction and 
the like. A major trend of the past decade has been the growth of these 
monsters in both numbers and in size, until trucks in the 26,000-pounds- 
and-up group last year comprised 6.5% of U.S. output vs. less than 2% 


“Heavy trucks are made for business purposes,” says White’s President 
Bauman, “and sold on the basis of cost and the work to be done.” From 
this flows two important consequences, the first of which is the need for 
a fantastic measure of reliability in the product. When a big over-the- 
highway truck will often crank out as much as 125,000 miles per year 
and must maintain a regular schedule to boot, any down time for repairs 


The second consequence is that a heavy truck is essentially tailor-made 
for its job, with a myriad of options (someone once counted over 1,400 
possible combinations on a single White model) in engines, cabs, frames 
transmissions, axles, etc. As a result, rarely does an order come through 
for as many as a dozen identical vehicles. And as a further result, White 
must carry inventories that at the end of last year amounted to nearly 
$100 million, as compared with depreciated fixed assets of less than $30 








above all, a monster must be reliable 


ceeds of that deal into Diamond T’s 
corporate shell (which they renamed 
DTM Corp.) and used the cash to 
buy control of good-sized (1959 sales 
$114 million) but obviously marginal 
Oliver Corp., seventh-largest U.S 
producer of farm machinery. And 
after routine protestations that they 
were merely simple investors, etc., the 
Mailmans began to look for buyers, 
and eventually turned to White.* 

The Choosy Buyer. At a glance, Oli- 
ver certainly did not look like a bar- 
gain. It was fairly large, but not in 
view of the full line of farm equip- 
ment—including tractors, tillage tools, 
seeding and harvesting machinery, 
hay tools, and soil and crop improve- 
ment machinery—that it produced 
And while it had avoided the inven- 
tory excesses of companies like J.L 
Case (“The Sad Case of J.I. Case,” 
Forses, Oct. 1), its sales and earnings 
had trended downhill since the early 
1950s. Why was White’s brass at- 
tracted by this seeming white ele- 
phant? Mainly because of the 
similarity of Oliver’s production and 
distribution to White’s own. Thus 
they felt Oliver might be worth buy- 
ing—but only at the right price. 

The deal that Vice President Dragin 
rigged up seemed right enough. For 
655,000 shares of White common (with 
a market value of about $24 million 
on the Oct. 31, 1960 closing date) plus 
$1.5 million cash, White got a well- 


*The White approach came after lengthy 
discussion of a possible marriage with Stude- 
baker-Packard, proposed on _ the _  hare- 
brained theory that S-P and Oliver dealers 
could take on each other's products. 





culled group of Oliver plants and 
inventories carried on the books at 
a fairly cautious $50 million. White 
also got a two-year option on Oliver’s 
promising crawler tractor business. 
And the 655,000 White shares were to 
remain in a trustee’s hands until dis- 
tributed to Oliver’s shareholders or 
sold to the public—a proviso ad- 
mittedly inserted to prevent the Mail- 
mans from popping up one fine day 
with a controlling interest in White. 

White’s plunge into farm machin- 
ery evoked some sardonic amuse- 
ment in the rest of the industry, 
already plagued with overcapacity 
and shrunken margins. “I’m glad to 
see,” remarked International Har- 
vester’s Executive Vice President 
William Schumacher to Chairman 
Black, “that now you’ve got some 
place to spend all that money you've 
been making in trucks.” 

However, since the takeover a year 
ago, Oliver’s energetic young boss 
Samuel W. White Jr. (no kin to the 
original White family) has worked 
hard putting Oliver into shape, aided 
by the fact that the poorest Oliver 
plants and operations were kept out 
of the deal altogether. By dropping a 
few marginal products and achieving 
a careful balance between production 
scheduled and inventories on the one 
hand, and sales and market outlook on 
the other, White has effected an in- 


ventory cut of about $6 million at 
Oliver. 

Thus Oliver’s sales are already con- 
tributing a creditable $70 million or 
so annually to White’s volume, not 
counting some $7 million worth of 
crawler tractors sold on commission. 
And best of all, with nonrecurring 
costs of the acquisition soaked up by 
the financial cushion built into the 
deal by the price, Oliver is also show- 
ing a respectable profit. In President 
Bauman’s words, “Oliver, based on 
the shares issued, is earning more 
on its shares than White on its shares.” 
It is a fair bet on this basis that Oli- 
ver will net $2 million or better for 
White this year, a return on sales of 
about 3%—a bit below par for farm 
machinery. Hence, while White’s 1961 
earnings per share promise to be per- 
haps 20% below last year’s $3.87 (on 
average shares outstanding), the drop 
was not caused by dilution from the 
Oliver purchase. 

New Direction. How seriously White 
feels about farm machinery in gen- 
eral and Oliver in particular may be 
judged by the burdens it has taken 
on—and is still taking on—in that 
area. Besides having to earn dividends 
for 31% more common shares, White 
doubled its long-term debt to $40 
million to provide working capital 
for Oliver, and thereby took on near- 
ly $3 million in interest and amorti- 


zation starting next year. And early 
last month White laid out a further 
$5.3 million to exercise its option on 
Oliver’s crawler tractor business. 
Once the crawler operation is trans- 
ferred from its old and inefficient 
plant in Cleveland to the main Oliver 
tractor plant in Charles City, Iowa, 
Bauman and Black are convinced that 
the business can quickly be increased 
from the present $7 million to at least 
$15 million per year. 

Nor are Bauman and Black stop- 
ping there. Before year-end, White 
expects to conclude the negotiations 
now under way to buy the farm im- 
plement business of Cockshutt Farm 
Equipment Ltd. of Brantford, Ont. If 
the deal goes through, the Cockshutt 
purchase would add some $25 million 
to $30 million of new sales in the 
Canadian market where Oliver has 
traditionally been weak. It would 
also involve a cost to White of some 
$8 million for Cockshutt’s assets and 
a total outlay (including the necessary 
working capital) in the neighborhood 
of $14 million to $15 million, most or 
all of which will have to be borrowed. 

Same Old Stand. While all this ad- 
mittedly involves a good deal of risk, 
White’s management does not feel 
that they are gambling with the com- 
pany’s future. For no matter what 
happens in farm equipment, White's 
truck business looks good for the year 





“WHISTLING BILLY” 





“In place of a boiler, we use a generator consisting of a 


series of coils of seamless steel tubing, through which water 
is pumped, issuing from the last coil as superheated steam.” 

“The frame is of solid oak, armored with steel flitch 
plates and reinforced at the comers.” 

“Artillery wheels are used, with 30-by-4 inch Goodrich 
clincher tires, designed especially for the White car.” 

“The body is made of aluminum, which is rapidly 
superseding veneered wood in the best machines.” 

In such measures the White Bulletin of January 1904 
sang the praises of the White steamer, then four years old 


but already famous. A White steamer was the only auto- 
mobile permitted in Theodore Roosevelt’s 1905 inaugural 
parade. That same year, on July 4, the White steam racet 
“Whistling Billy” lowered the mile record to 48.3 seconds. 
And the next year the White Co., maker of cars and trucks, 
was split off from its parent, White Sewing Machine Co. 

The real antecedents of White Motor go back to 1859 
in Templeton, Mass., where Thomas H. White patented 
a hand-powered sewing machine that he brought out undet 
the brand name “New England.” After moving to Cleve- 
land in 1866, his company produced not only sewing 
machines but also a medley of automatic lathes, screw 
machines, roller skates and bicycles (it once turned out 
10,000 bikes a year) before his son, Rollin H. White, in- 
vented a flash boiler that propelled the company into the 
auto field. 

Since their separation 55 years ago, the fortunes of the 
two White companies have taken far different turns. Though 
the first White steamer now reposes in the Smithsonian 
Institution, and the last White passenger car came off the 
assembly line four decades back, White Motor is still a 
major automotive power. By contrast, White Sewing 
Machine, now less than a tenth the size of its offspring, 
ekes out a slender existence mainly by producing contract 
parts of fiber glass and plastic and peddling sewing machines 
that it imports from Japan. 
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ahead. Nev Bauman expects an in- 
crease in truck demand of “15% to 
20%” next year. And even if this 
were not the case, truck business 
would not necessarily be bad. For 
heavy-duty trucks get such hard wear 
and regular maintenance that spare 
parts account for over 25% of White’s 
sales and a still larger percentage of 
its profits. Indeed, so important is 
this replacement business that it pays 
White to keep some acres of over-age 
machine tools in its main Cleveland 
plant merely to produce occasional 
spares for old vehicles. 

But White is doing a great deal 
more than merely waiting for re- 
placement parts business. The new 
White Compact, designed for 50-mile 
to 100-mile “peddle runs” in major 
metropolitan areas, has gone over so 
well that it is now accounting for 
some 10° of unit sales. White’s long 
search for its own truck diesel may 
be nearing an end, to judge from the 
50 engines of one design that are 
being road-tested across the country 
now. 

But the Oliver acquisition—a deal 
whose financial mechanics differed 
not a great deal from earlier White 
acquisitions—did serve notice on 
stockholders that White’s expansion- 
mindedness was more than a merely 
temporary expedient born of the ex- 
tremities of the late Forties: Bauman 
and Black, quite clearly, do not in- 
tend resting content with what they 
already have. With the Oliver busi- 
ness White is already within shooting 
distance of being a half-billion dollar 
(sales) company. “In a year when both 
trucks and farm equipment take off 
together,” says Vice President Dragin, 
“we expect $450 million to $500 mil- 
lion in sales and perhaps $25 million 
[about $9 a share] in earnings.” At 
the moment that is admittedly a 


somewhat iffy figure. Not a bad pros- 
pect, however, for a company that a 
dozen years ago seemed to have no 
prospects at all. 


FINAL ADJUSTMENTS AT WHITE’S CLEVELA! 


= at 





the variety is bewildering 
CANADA 


DOLLAR DILEMMA 


A high-priced dollar was 

good for Canadian pride but 

bad for Canadian business. 

Cheapening it, however, is 
not so easy. 


Last June Donald M. Fleming, the 
Canadian Finance Minister, stepped 
onto the floor of the House of Com- 
mons to announce to the Members of 
Parliament that the time had come to 
give the ailing Canadian economy a 
shot in the arm. His prescription: 
encourage Canadian exports and dis- 
courage imports by making a radical 
change in the price of the Canadian 
dollar. 

“If the Canadian dollar were at a 
substantial discount, instead of at a 
premium,” he said, “it would mean 
more jobs, more production and more 
business opportunities for Canadians.” 
Taking Fleming's will for the deed, 


the foreign exchange markets ad- 
vanced the price of the U.S. dollar 
for the first time since 1952, with the 
Canadian dollar dropping to 97c in a 
matter of weeks. With this price 
disparity the cost of U.S. imported 
goods immediately went up, and for- 
eign buyers got their Canadian ex- 
ports cheaper. 

The Vital Margin. Yet last month it 
was no secret that Fleming was hav- 
ing a hard struggle maintaining that 
3 cent margin between the two dol- 
lars. In October, for example, the 
devalued Canadian dollar was sub- 
jected to strong upward pressures by 
outside purchases made by Ameri- 
cans eager to invest in Canada. This 
demand for the Canadian dollar could 
easily have forced it up to parity and 
perhaps to a premium. 

To fight this price trend Fleming 
was forced to strengthen the US. 
dollar. Last month it was announced 
that in the month of October alone 
Fleming had forked out $193 million 
(Canadian) for some $187 million 
worth of U.S. currency to maintain 
the 3c margin. This _ transaction 
brought the total Canadian holdings 
of gold and U.S. currency to the high- 
est level in many a year, some $2.1 
billion. 

Obviously if Fleming continues 
fighting the upward pressures work- 
ing on the Canadian dollar, he will 
have to borrow heavily. But such 
borrowing would only attract more 
U.S. capital funds across the 49th 
parallel, thus increasing demand for 
Canadian dollars. If, however, he 
decides to scrap his plan and let the 
Canadian dollar rise to a premium, 
Canada will lose all the advantages 
which stem from the devaluation. 
Either way, Fleming has a tough deci- 
sion on his hands. 


CANADIAN CAPER 





After almost ten years during which the U.S. dollar sold at a 
discount from the Canadian dollar, the Canadian government 
last June decided to help its exports by reversing the situvo- 
tion. But that is easier said thon done. Last October Canada 
actually had to support the American dollar, bringing its total 
holdings of gold and U.S. dollars to an all-time high. 












ny 


= 


3 


1 


s Holdings of Gold & U.S. Dollars (Millions of Dollars) 


Canada 





Price of U.S. Dollar in Canada 


seeeBERBE 














BRISTOL-MYERS’ BRISTOL: 
a $40-million smile 


DRUGS 


GETTING 
BY SPENDING 


Lee Bristol is one of Madison 
Avenue’s biggest boosters: 
nobody dispenses the ad dol- 
lars more freely than his 
Bristol-Myers does. 


JF IN THIS day and age anyone still 
doubts the power of advertising, he 
need only examine the profit & loss 
statement of Manhattan’s Bristol- 
Myers Co.,* maker of such products 
as Ipana, Vitalis, Mum and Bufferin. 
Last year Chairman Lee Hastings 
Bristol spent $40 million in advertising 
to nurture a sales volume of less than 
$150 million. 

This put Bristol 13th in the ranks 
of U.S. advertisers. His magazine 
and network TV budget alone was 
as great as that of such giant com- 
panies as National Dairy Products, 
du Pont and General Electric, with 
sales volumes ten, 15 and even 30 
times as great as his. In relation to 
its size, Bristol-Myers unquestionably 
scores as No. One U.S. advertiser, de- 
voting 28% of its total sales revenues 
to advertising. Not even such free 
spenders as Revlon (18% of sales) or 
Procter & Gamble (8% of sales) could 
match Lee Bristol. No less than four 
major ad agencies help Bristol dis- 
pense his budget. 

To date, Lee Bristol’s 18,300 fellow 
stockholders have had no cause to 
complain at these lavish outlays on 


*Bristol-Myers Co. Traded NYSE. Recent 
»rice: 102 rice range (1961): high, 103; 
ow, 6444. Dividend (1960): $1.05. Indicated 
1961 payout: $1.30. Earnings per share (1960) 
$2.05. Total assets: $89.6 million. Ticker sym- 
bol: BMY 


advertising. Last year Bristol-Myers 
earned a solid 22% on its stockholders 
money. In the past decade, sales have 
jumped 180%, while earnings per 
share have doubled. BMY common, 
which sold below $6 in 1953, is now 
flying high at $100 per share. 

By Any Other Name? The principle 
under which Bristol-Myers operates 
is simple: Sell a customer on the 
merits of your product, and he won't 
mind paying a little more for it. It 
has worked extremely well. Bristol- 
Myers’ Mum sells as much as 14% 
higher than a comparable jar of Col- 
gate’s Veto. Yet Bristol-Myers is the 
leading U.S. deodorant producer. 

So, too, with the company’s top- 
selling product, Bufferin, which 
brought in $30 million, or about 20% 
of Bristol-Myers’ total volume last 
year. A bottle of 100 Bufferin tablets 
costs $1.23, while Bayer Aspirin costs 
73 cents and aspirin with no name 
at all, just 49 cents. A glaring ex- 
ception to Bristol’s pricing policy 
is Ipana toothpaste, Bristol-Myers’ 
product that ranks a poor sixth in 
its field. Sighs Bristol: “I'd love to 
charge higher prices for toothpaste, 
but in that rat race I can't.” Fortu- 
nately for the company’s prosperity, 
toothpaste does remain an exception, 
and Bristol-Myers gets enough of a 
premium price on its other products 
to recoup its heavy promotion and 
advertising outlays. 

“Uniqueness.” Bristol points out that 
his company’s astronomical advertis- 
ing ratio is partly caused by its heavy 
dependence on branded goods: 78% 
of sales in proprietary drugs and cos- 
metics, only 22% in prescribed ethi- 
cal drugs. But partly, the high ratio 
is due to an extreme awareness of 
the dollar & cents value of well-pro- 
moted brand names. “Our brands,” 
says Lee Bristol, “represent invest- 
ments of millions of dollars in good 
will. You can bet your boots that 
they'll be neglected only over my 
dead body.” 


Bristol-Myers’ advertising stresses 
what Bristol calls “uniqueness” in its 
products. “We use,” explains he, “dif- 
ferent brand names for our woman’s 
deodorant and our similar man’s de- 
odorant, Trig. A few men might steal 
their wives’ Ban, but we give every 
man a chance to be honest and buy 
his own.” 

Bristol-Myers has not remained en- 
tirely unscarred in the ferocious bat- 
tle of advertising. Procter & Gamble, 
which got the American Dental Asso- 
ciation’s recommendation for its Crest 
toothpaste, has captured 47% of the 
market, much of it from Bristol- 
Myers’ Ipana. “P&G,” admits Lee 
Bristol frankly, “caught us flatfooted.” 

Big Plans. Such setbacks, however, 
do not change Bristol’s long-range 
plans. His corporate goal: an increase 
in per share earnings of 10% -15% 
every year. To sustain such growth, 
the company will expand and make 
acquisitions in its three familiar fields 
—cosmetics, ethical drugs and pro- 
prietary drugs. Claims Bristol: “The 
future in every one of these fields will 
be dynamic.” 

Bristol, with the company’s adver- 
tising know-how firmly in mind, plans 
to concentrate this expansion in pro- 
motable branded goods. For the sake 
of this concentration, Bristol in 1956 
sold the Sun Tube Corp., a toothpaste 
tube division, and the Rubberset 
Brush Co., which made toothbrushes. 
In their places, Bristol acquired some 
new brand-name products: hair-col- 
oring Clairol, Luzier door-to-door 
cosmetics, a Grove Labs line of Fitch 
shampoos, Bromo-Quinine and other 
products. 

Bristol's plans in some of these new 
product lines are largely long-range. 
Clairol is doing excellently right now, 
according to Bristol, but he does not 
expect Grove Labs to speed up its 
modest growth for four or five years. 
“We don’t expect better results from 
Grove until we build up the research 
staff and develop some more dynamic 
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BIG SPENDER 


Of the five leading drug and cosmetic advertisers, Bristol-Myers is by far the smallest. 
But as a percent of sales, Bristol-Myers’ advertising budget is the industry's biggest. 
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products,” says Bristol. “And we ex- 
pect Luzier, which has sales of only 
$3.6 million, to require ten years be- 
fore contributing significantly to 
profits.” 

Here & Now. But Bristol-Myers 
stockholders are not being forced to 
wait for their payoff. With advertis- 
ing as his No. One weapon, Lee Bris- 
tol is sticking tightly to his schedule. 
Third-quarter earnings are up 15% 
from last year, right on target. 


UTILITIES 


NEW BOSS 


As new top man at AEP, Don 

Cook is going to have to fill a 

conspicuously big pair of 
shoes. 


Ever since American Electric Pow- 
er’s Philip Sporn (see box) turned 
64 a little over a year ago, utility men 
have waited with more than routine 
curiosity to learn who would succeed 
him as boss of the U.S.’ fourth largest 
electric utility (in assets). 

Obviously, Sporn’s shoes were 
going to be hard to fill. In his 15 
years as president, AEP’s vast seven- 
state holding company (centered in 
Ohio and West Virginia) has come 
up from behind to win first place 
among the nation’s utilities in gen- 
erating capacity and electric power 
sales. For that achievement the credit 
is largely Sporn’s and, though utility 
men have been reluctant to suggest 
that AEP’s engineer-president is in- 
dispensable, they have clearly be- 
lieved that he would be extraordi- 
narily difficult to replace. 

Last month, when Sporn and his 
board came to pick a successor as 
president and chief executive officer 
they chose a man whose background 
was conspicuously different from 
Sporn’s: Donald C. Cook, lawyer and 
onetime chairman of the Securities 
and Exchange Commission and, since 
1954, an AEP executive vice president 
(legal, finance and accounting). But 
with Cook in command, Sporn had 
no intention of putting himself out 
to pasture. He will continue to serve 
as director, advisor and consultant to 
the company and as chairman of the 
newly formed AEP System Develop- 
ment Committee. From that eminence 
he is almost certain to exert a critical 
influence upon AEP’s technical de- 
velopment. Favorite project: a mag- 
netohydrodynamic generator—“a me- 
chanical electrical system,’ Sporn 
explains, “which promises efficiencies 
25% to 40% higher than obtained in 
our best plants today.” 


FORBES, DECEMBER 1, 1961 





COOK (left) AND SPORN 


THE MASTER BUILDER 


In the often colorless U.S. utility 
industry, American Electric Power 
is unique. To a large extent it is 
the personal creation of one man, 
the image of his intelligence, am- 
bition and imagination. When 
Philip Sporn became president of 
AEP 15 years ago, the company 
was a medium-sized country utility. 
When he retired last month, Ameri- 
can Electric had grown into one of 
the industry’s giants. Sporn himself 
was the catalyst of most of that 
growth. As engineer and scientist, 
he supervised the design and con- 
struction of most of AEP’s $1.7- 
billion plant. As president and chief 
executive officer he presided over 
the scarcely less-demanding fiscal 
and operating problems of the U.S.’ 
fastest-growing major electrical 
utility. 

The Well-integrated Man. Though 
Sporn was born in Austria, he de- 
veloped a characteristically Ameri- 
can interest in electricity while 
attending New York’s Stuyvesant 
High School, later worked as a 
lamplighter for a New York utility. 
After four years at Columbia, he 
went to work for AEP as an assist- 
ant engineer. He rose through the 
ranks to become president in 27 
years. 

Unlike many businessmen, how- 
ever, Sporn refused to let his job 
become his whole life. He has been 
obsessed most of his life by an 
ideal of what he calls the well- 
integrated man—one who, what- 
ever his education or profession, is 
as much at home in the realm of 
values and culture as he is in that 


of science and technology. Like 
England’s novelist-scientist C.P 
Snow, Sporn has sought to bridge 
the widening gap between science 
and the humanities. “The well- 
integrated man,” he says, “repre- 
sents the best prospect for personal 
happiness as well as_ individual 
contribution to the common good.” 
Sporn himself is fairly representa- 
tive of his ideal. Engineer, scientist, 
inventor, he is deeply interested in 
the arts, though like most scientists 
he responds most readily to music. 

Artist in Power. With his scien- 
tist’s fondness for order and sim- 
plicity, he set about to create a 
utility plant unsurpassed for effi- 
ciency anywhere in the world. He 
pioneered a series of major techni- 
cal advances in the art of power 
production, transmission and dis- 
tribution. The consequences were 
as happy in the fiscal realm as in 
the technical. Improved efficiency 
meant lower costs and enabled 
AEP to produce cheap 
enough to lure aluminum and 
chemicals producers out of the 
natural gas fields of the Southwest 
and into the coal fields of AEP’s 
Ohio Valley heartland. It also 
enabled Sporn to raise AEP’s prof- 
its markedly faster than the in- 
dustry at large. 

“When Thomas Edison was at 
his peak,” Sporn says, “ideas 
poured from him like sweat from 
a baseball pitcher. This industry 
was born in that spirit, and it 
should never be allowed to lose it.” 

Clearly Philip Sporn 


never lost it. 


power 


himself 




















This new 80-inch hot-strip mill at Great Lakes Steel in Detroit— 
the fastest, most powerful in operation today—advances the art 
and science of rolling steel a giant step forward. It sets new standards 
for efficiency while providing auto body sheets and other sheet 
steels of the highest, most uniform quality yet produced. 


Here’s how the Mill of the Future goes about it: Four slab reheating 
furnaces—the largest ever built—feed the new mill. Together, these 
furnaces have a capacity of 1,000 tons of 30-foot-long steel slabs every 


FIVE OTHER 
MAJOR STEPS 
TO FURTHER 
PROGRESS 


NEW BASIC OXYGEN FURNACES ct Great Lakes 
Steel. To be completed in 1962, two basic 
oxygen furnaces—the largest ever built — which 
will add new capacity and greater efficiency. 
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NATIONAL STEEL'S MILL OF 


hour. The rolling process itself will be masterminded and controlled 
by the mill’s closed system computer. Coming up with as many as 
44,000 computations a minute, it will monitor quality at 200 points along 
the 2,000-ft. line—keeping thickness, width and temperature right on 
target at all times. The outcome: giant economy size coils—up to 74 
inches wide, 72 inches in diameter and weighing up to 70,000 Ibs.—to 
help manufacturers make their own production more economical. 


This 80-inch mill is only one accomplishment in a program of 








OUR NEW RESEARCH CENTER will be National 
Steel's headquarters for the expanded, continuing 
exploration of new and better raw materials, facili- 
ties, manufacturing processes and products of steel. 
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THE FUTURE IS NOW ROLLING 


expansion and improvement in which National Steel is investing the highest, most uniform quality steel for our customers; and 
well over $350,000,000. Among the program’s far-ranging benefits: better values for you, the ultimate consumer of the million and one 
higher efficiency and greater stability throughout our operations, products made of steel. Other phases of this program will swing in- 
with better, more secure jobs for our employees; a better supply of to action soon. And we will be bringing you news about them, too. 


NATIONAL STEEL CORPORATION, ornonn rn (Sy 


SUBSIDIARIES AND DIVISIONS 
GREAT LAKES STEEL © WEIRTON STEEL © MIDWEST STEEL © STRAN-STEEL © ENAMELSTRIP © HANNA FURNACE © NATIONAL STEEL PRODUCTS 
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AT STRAN-STEEL in Terre Haute, new finishing-line AT MIDWEST STEEL near Chicago, the most modern AT WEIRTON STEEL in Weirton, W. Va., new and 
facilities are boosting quality and output of popular and efficient steel finishing plant in existence is now improved facilities throughout this division increase 
color-coated steel panels for Stran-Steel’s handsome providing industry with the finest quality galvanized the production and improve the quality of Weirton's 
new line of contemporary pre-engineered buildings. sheets, tin plate and hot- and cold-rolled sheets. tin plate, galvanized sheets and cold-rolled sheets. 
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PUBLIC RELATIONS 


THE GREATEST 
SHOW ON 
WALL STREET 


The food is soggy and so sometimes are 

the questions, but the security analysts’ 

daily luncheon session remains one of 
the great shows on Wall Street. 





MAGNAVOX’ FREIMANN ADDRESSING THE ANALYSTS 


One of the least hectic chores on Wall Street these 
3- and 4-million-share days falls to the program 
chairman of the New York Society of Security An- 
alysts. His is the task of lining up speakers for the 
daily luncheons of the society. As things currently 
stand, he has more of a rationing job than a selling 
job. Says Ralph Michaud, a Dean Witter & Co. 
security analyst who currently fills the office: “I have a 
waiting list of 40 companies ready for a cancellation 
at a moment’s notice. And I get 1,000 calls a year for 
the 240-odd dates we have to dispense.” 

Every working weekday of the year (except occa- 
sionally the day after a national holiday), the head- 
man—or a close aide of the headman—of a publicly 
held corporation journeys down to Manhattan’s Wall 
Street area to appear at the security analysts’ big 
private dining room at 15 William St. Within a few 
minutes after the session—if his story is a good one— 
it is on the brokerage and news wires across the nation. 

Top Brass. In recent months the speakers have in- 
cluded such corporate topnotchers as Burroughs Corp.’s 


President Ray Eppert; 
Wayne Johnston, head of 
the Illinois Central Rail- 
road; John Atwood, head 
of North American Avia- 
tion; and Magnavox Co.’s 
President Frank  Frei- 
mann. 

Before a somewhat ob- 
scure, but nonetheless 
influential audience, Frei- 
mann and his peers ex- 
pound on the accomplish- 
ments and prospects of 
their businesses, and, in- 
cidentally, on their prod- 
ucts. Why do they bother? 
Because this small (150 
persons or so on average) audience is very important 
to them and to their companies. As U.S. business has 
expanded, so has its stockholder roster and its need for 
new financing. Even the least stock-minded manage- 
ment has had to keep a sharp eye on the price of its 
company’s shares—which, after all, are the currency it 
has to offer in the merger and acquisition market. The 
security analysts’ luncheons give executives a handy, 
if somewhat broadside, way to reach the men who 
influence the investor market. 

Inside Information? For already pressed executives, 
the security analysts’ sessions are time-consuming and 
sometimes rather difficult. More than one top execu- 
tive today admits, as does James E. Dyer, vice chair- 
man of big Sinclair Oil, that he gets “butterflies in 
the stomach whenever I come to talk to the security an- 
alysts.” Dyer nonetheless comes. In fact he has been 
there twice. Says another top executive, who pre- 
fers to remain anonymous: “The food is soggy, the 
preparation demanding, but I go.” 

Not that much “inside” information is likely to 
come out at these sessions. But the important point 
is that an appearance gives a company president a 
chance to impress the analysts, to “sell” himself and 
his administration. 

There are 23 other societies in such cities as St. Louis, 
San Francisco and Chicago, but the New York chap- 
ter—thanks to its influential members who work for 
the area’s many banks, insurance companies, broker- 
age houses and funds—is considered the society. 
Founded in 1937, it now boasts its own clubhouse, new 
since last year, and a membership of 2,700. 

Homework. At the luncheons, an executive is given 
30 minutes to cover the salient points about his com- 
pany. A second half hour is devoted to a question- 
and-answer period. Sometimes the questions are fairly 
penetrating. But not always. Sometimes they are al- 
most naive and at worst duplicate information that 
could be had from the company’s annual report. 

Regardless of the level of the questioning, a smart 
executive will do his homework. John E. McKeen, 
president of Chas. Pfizer & Co., says he worked on 
and off for two weeks on his June 22nd talk. George 
Vila, U.S. Rubber’s hard-working president, took even 
longer. Having decided on a visual presentation, he 
set his staff to making charts and slides and putting 
together a script. All told it took two months to 
prepare. 

Is it worth all this trouble for high-priced brass? 
(One expert has estimated that an appearance before 
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the security analysts can cost a big company upwards 
of $15,000 in executive time, preparation, travel costs 
and the like.) Certainly it can be argued against the 
security analysts’ forum that any effect on a com- 
pany’s stock is likely to be only temporary; that many 
of the really top analysts do not attend, depending in- 
stead on private talks and social contacts for their 
information; that reaching the investing public through 
advertising and through newspapers and magazines 
is more direct and therefore more effective.* 

On the other hand, the analysts’ forum has its 
staunch defenders. After all, it offers an undiluted 
audience: in one such appearance, a chief executive 
can expose himself to all the important houses on Wall 
Street and a good portion of the press as well. 

Tricks of the Trade. At any rate, the argument is 
rather academic. The meetings have become an ac- 
cepted part of what is regarded as necessary corporate 
communications. This being so, it behooves any am- 
bitious executive to know how to handle himself before 
the security analysts. The old pros at the game have 
formulated some rules: John Bierwirth, chairman of 
National Distillers & Chemical Corp.,for example. Bier- 
wirth avoids the carefully written speech or the elab- 
orate visual presentation. He always gives the im- 
pression that he knows his company so well that he 
needs no props. His secret: “I like to look them straight 
in the eye and talk to them as I would my associates. 
I don’t hold anything back.” 

By contrast, an unvarnished sales pitch usually falls 
flat. Donald Macurda, NYSSA president, still shudders 
at a recent address. “There were such phrases as ‘a 


revolution in metals,’ ” recalls Macurda, “and ‘we found 
a breath of new life.” Macurda admits that a few 
of the younger analysts may have been taken in, but 
the old timers, says he, just shifted uncomfortably in 
their seats. 

A sense of humor helps. Unfortunately, prepared 
jokes always seem to fall flat. The loudest laughs 
usually come spontaneously during the question-and- 
answer period. Asked about the amount of mileage a 
motorist should get out of a tire, U.S. Rubber’s Vila 
replied that the national average was 30,000. Then in 

*There are several major companies that persistently refuse to 
appear. U.S. Steel, Bethlehem Steel and Ford Motor Co. are among 
this number. Ingersoll-Rand refused on the grounds that the 
NYSSA should not get company information fore their own 
stockholders do. Union Carbide’s executive vice president Ken- 


neth Hannan explains his company’s reluctance: “We would 
rather talk to individual analysts across a desk in our own office.” 


* 


an aside he added: “I don’t get that much either.” 
The quip brought down the house. The audience left 
with the impression that here was a man who was 
not overawed by his job. 

During the question-and-answer period there are 
usually queries an executive cannot answer. Invari- 
ably he will be asked about a rumored merger or the 
size of the next dividend. Executives cannot tip the 
analysts in advance on such subjects, but the way 
they field such questions is important. Bierwirth’s 
technique is a deep chuckle and a soft chiding, “Oh, 
now, you know I can’t answer that question.” One 
speaker who got around the problem neatly was the 
late John Jay Hopkins, founder of General Dynamics. 
Hopkins wanted to avoid any questions about Con- 
vair's upcoming merger with General Dynamics. So 
he filibustered, talking for one hour and five minutes, 
the full period. Today, most program chairmen are 
alert to such tricks. 

Embarrassing Questions. Some Wall Streeters feel 
that the biggest flaw in the forum is not the tactics 
of the speakers but the quality of the audience. Some 
veteran analysts themselves are upset about the gen- 
eral level of questioning. An example occurred when 
Magnavox President Frank Freimann appeared last 
month. He had brought along an electric organ as 
well as some of the company’s other new products 
The first question from a young voice in the rear was, 
“How many employees of dealers selling your organ 
can play it themselves?” Freimann, expecting more 
pertinent questions, was obviously taken aback. 
Growled one analyst later: “Too many of the older 


fellows are sending their assistants here instead of 
coming themselves.” 

How does the executive who is willing to brave 
these drawbacks for the good the analysts can do the 
company go about getting on the speaking schedule? 
The New York Society has definite ideas about the 
companies it prefers at lunch: put simply, the biggest 
and most important. But with some 240 dates, it can- 
not be quite that choosy. There are only so many 
large companies and it is NYSSA policy to restrict 
a company’s appearance to once every two years. 
Big corporations also show an understandable reluc- 
tance to appear when things are not going well. A 
program chairman gets used to hearing, “Why don’t 
you call us later when we get out of this little trouble?” 

(CONTINUED ON PAGE 30) 











Advice to Aspirants. How then, does 
the smaller or middling-sized com- 
pany get itself invited? If a company 
officer knows the program chairman 
or an officer of the society, he should 
call him directly for help. Don’t call 
cold; it may arouse suspicions about 
your motives. A friend who is a part- 
ner in a big brokerage house can help. 
The good public relations firm also 
maintains contacts with the right peo- 
ple in the society. 

But the ambitious press agent try- 
ing to impress his boss had best be- 
ware: Most of the tricks have long 
since been tried. For example, a few 
years ago, a public relations man 
quietly passed the word: free samples 
of Schick’s electric razor at the lunch- 
eon. The large turnout did not say 
very much about the intellectual 
curiosity of the analysts, but it did 
impress the company president. Said 
he: “I didn’t know there was so much 
interest in my company.” 

The analysts’ society has learned to 
field certain other rather obvious 
tricks. Early this year, for example, 
a smallish electronics company capi- 
talized on its president’s appearance 
in advance: It arranged, prior to the 
luncheon, meetings with small groups 
of selected analysts who were tipped 
off to what the speech at the big 
forum would contain. The gambit 
generated so much excitement that 
the company’s stock soared—tempo- 
rarily at least. But that gambit is 
unlikely to work again: President 
Donald Macurda now warns guests 
that their appearances may be can- 
celed if he hears that they are talking 
to any other group three months or 
less before their NYSSA appearance. 

Splinter Groups. But there is little 
Macurda can do, for example, about 
the appearance of splinter groups 
within the NYSSA. Small groups of 
analysts, specializing in specific in- 
dustries, such as paper or electronics, 
have taken to inviting companies’ 
spokesmen to meet privately with 
them. “At such meetings,” admits one 
analyst, “we don’t have to worry 
about stupid questions from the 
floor.” And smart public relations 
men experiencing delays in getting 
their companies before the NYSSA 
are trying the smaller groups. 

Still the procession of top corpo- 
rate brass to NYSSA headquarters 
continues. Why? Basically because 
the security analysts and corporations 
both need the forum—the former as 
a continuing source of information 
and direct contact with top brass; the 
latter as a fast means for reaching a 
cross section of Wall Street. Thus, 
whatever its deficiencies, the analysts’ 
daily forum is unlikely to lose its 
popularity. The show goes on. 
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OIL 


THE GOLDEN CASK 


What was Jack Rathbone 
smiling about at the API 
convention last month? The 
success of Jersey Standard’s 
Libyan venture, probably. 


IN THE country of Libya, in the prov- 
ince of Cyrenaica, in the palace of 
King Idris I, there reposed last month 
a new trophy symbolic of the sun- 
baked, sand-swept kingdom's greatest 
treasure. It was a small gold cask 
filled with crude petroleum drawn 
from under the burning sands of the 
Libyan desert. The cask was a gift 
(see picture below) from Monroe J. 
(Jack) Rathbone, jaunty president of 
the Standard Oil Co. of New Jersey,* 
and it neatly symbolized the new part- 
nership of company and country for 
their mutual advantage. 

Big Push. The small gold barrel was 
a memento of the opening of Esso 
Libya’s 110-mile pipeline connecting 
the huge new Zelten oil field with the 
port of Brega on the Mediterranean. 
This field puts Jersey—the biggest by 
far of Libya’s half-dozen oil operators 
—3,700 miles closer to, say, the United 
Kingdom than traditional sources of 
supply in the Persian Gulf. And, of 
course, Libyan oil does not have to go 
through the politically risky Suez 
Canal. 

Rathbone was moving swiftly to ex- 
ploit these obvious advantages. Jer- 
sey’s Libyan oil in fact commands a 


*Standard Oil Co. (N.J.). Traded NYSE. 
Recent price: 467%. Price range (1961): high, 
4934; low, 4034. Dividend (1960): $2.25. Indi- 
cated 1961 rate) $2.25. Earnings per share 
(1960) : $3.18. Total assets: $10.1 billion. Ticker 
symbol: J. 


41 cent premium per barrel over 
roughly comparable grades of Fersian 
Gulf oil ($2.21 per barrel vs. $1.80). 
Last month, 60,000 barrels of Jersey 
crude were flowing through the new 
pipeline every day; next year it will 
reach 160,000 barrels and eventually, 
225,000 barrels. 

It would all add up to the best fresh 
source of crude oil Jersey has discov- 
ered since the company tapped its big 
Leduc holdings in Alberta, Canada in 
1947. Moreover, Libyan oil was rela- 
tively inexpensive to produce—an es- 
timated 13 cents a barrel (vs. $1.35 
per barrel in the U.S.). Thus, with just 
about the fastest growing oil market 
in the world on his Libyan threshold 
(European demand this year is up 
12%-14%), Rathbone could look for- 
ward to a brisk run of profits from his 
big new spread. By 1963, or a little 
more than a year from now, Jersey 
might well be getting 25c or 30c a 
share (about 9% of 1960’s profit of 
$3.18 per share) from Libya alone. 

Dust in His Cuffs. With desert dust 
still lodged in his trouser cuffs and a 
shiny new 40-year pin in his lapel, 
Jack Rathbone was off and winging 
to Chicago in mid-November for the 
annual meeting of the American Pe- 
troleum Institute. As the institute’s 
retiring board chairman, Rathbone 
was in an unusually jaunty mood, 
reminding his industry colleagues that 
the oil business was “not going to the 
dogs and catastrophe is not just around 
the corner.” 

Rathbone could well be cheerful: 
After the knocks Jersey has taken in 
Venezuela and elsewhere in recent 
years, the Libyan project was dra- 
matic proof that smart exploration 
and shrewd development still made a 
difference in his industry—and that 
Jersey was capable of both. 


KING IDRIS I & JERSEY’S RATHBONE: 


a gift of gold was mutually satisfying 
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INTERNATIONAL FINANCE 


BIG DEAL IN THE 
LIBERIAN JUNGLE 


How did IAAC swing its $200- 
million Liberian deal on 
such a shoestring? Patience 
helped — and the sponsors’ 
international connections 
helped even more. 














LAMCO'S DOMAIN 














It was A high-powered challenge, but 
then the board members of the In- 
ternational African American Corp. 
were a high-powered and shrewdly 
chosen group. Chairman of its board 
was Johnston Avery, former deputy 
admin ‘strator of the Point Four Pro- 
gram. )ther board members were: 
Dr. Ho:ace M. Bond, dean of Atlanta 
University and vice president of the 
Society of African Culture; Fowler 























Hamilton, an astute Wall Street law- 
yer and former Rhodes scholar*; and 
Gordon Land, vice president of Cana- 
da’s British Metal Corp. Not only were 
the sponsors experts on Africa, they 
had close connections with some of 
the best sources of venture capital 
in America and abroad. 

Big Strike. They had need of all 
their skills. IAAC, a Vancouver- 
based company, had been formed on 
a shoestring in 1953. Its main assets: 
the combined talents of its sponsors 
and a 70-year mineral concession 


*Now Kennedy-appointed Chief of Inter- 
national Development Agency. 


from the Liberian government. 
Dispatching carefully selected teams 
of geologists into Liberia’s wild in- 
terior, IAAC soon hit pay dirt: a 
fabulously rich iron field containing 
a quarter of a billion tons of high- 
grade (66%) ore. But there was a 
catch. The field lay 165 miles inland. 
Everything—food, supplies, mining 
equipment would have to be lugged 
across tortuous, uncharted terrain, 
some of it on laborers’ heads. Once 
in, there was the crucial problem 
of hauling the ore out again. 
Money Hunt. Avery and his group 
figured it would cost $200 million to 
get the mines in operation. [AAC had 


less than $10,000 in the bank. Noth- 
ing daunted, IAAC’s board put their 
joint knowledge and connections to 
work. 

Here their connections began to pay 
off. IAAC’s sponsors persuaded 
Swedish financier Marc Wallenberg 
and a group of Swedish companies, 
referred to as “the Syndicate” in all 
legal documents, to cough up equity 
capital, amounting to $28 million by 
1961. IAAC and the Swedes formed 
the Liberian American Swedish 
Minerals Co., LAMCO for short. For 
their $28 million, the Swedes got 60% 
of LAMCO’s 1 million shares of Class 
B voting stock and operational con- 








FREE 


In 1822, 88 U.S. Negroes waded ashore on Africa’s 
Pepper Coast to found a new nation. They were 
former slaves, whose resettlement was being spon- 
sored by an abolitionist group which included James 
Monroe and Francis Scott Key. The liberated slaves 
were followed by others and they proclaimed Liberia, 
43,000 square miles of coastline and jungle, a sov- 
ereign state, modeling their constitution and gov- 
ernment after that of the U.S. But the descendents 
of the first U.S. settlers, called Americo-Liberians, 
settled down as a sort of hard-core aristocracy, 
lorded over their cousins, the tribal natives. 

Until World War II, Liberia remained a rather 
discouraging example of self-development. Lacking 
the impetus from outside that colonialism gave so 
many other non-European areas, Liberia remained 
one of the most backward nations on Africa’s West 
Coast. Its only exports worthy of the name came 
from Firestone Rubber’s big rubber plantations 
started in 1926. A full 85% of the 1.8 million Li- 
berians are still illiterate. 

Change finally did come with the election of Wil- 
liam Shadrach Tubman as president in 1944. Son of 
a Georgia minister who immigrated to Liberia, Tub- 


ENTERPRISE IN AFRICA? 


man saw foreign investment as one key tool to help 
Liberia catch up. His dictatorial but progress- 
minded administration set up investment attractions 
for foreign capital: a generous tax policy, an easy- 
going corporate law, no currency restrictions and 
the American dollar as standard currency. He at- 
tracted new U.S. capital investment amounting to 
over $125 million from such companies as B.F. Good- 
rich and Republic Steel, as well as Firestone. 

At a time when most African nations are busy 
“emerging” from colonialism, Liberia, with its long 
tradition of independence, still has a good deal of 
catching-up to do. Today the Americo-Liberian still 
enjoys privileged status; wealth is concentrated in the 
hands of a very few; corruption is not uncommon. 
“Shad” Tubman, re-elected with a 99.9% plurality 
in 1959, still signs government receipts over $100. 

But Liberia also has solid assets. Firmly behind 
the Free World, it offers political stability and per- 
haps the safest climate in Africa for foreign invest- 
ment. With help from such projects as LAMCO, it 
may yet set an example of free enterprise for the left- 
leaning, chauvinistic, newly freed nations that oc- 
cupy neighboring lands. 
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trol of the project. IAAC got the re- 
maining interest, plus a tough job of 
helping to raise the rest of the capital. 
For the Liberian government, there 
was a sweetener: 1 million Class A 
shares, 50% of LAMCO’s stock. 

Big Builders. As IAAC’s money hunt 
continued, the great engineering job 
swung into high gear. The group 
called in Raymond International, a 
leader in foreign heavy construction, 
awarded it a $49-million contract. 
Among its projects: construction of a 
165-rnile long railroad between Nimba 
and the sea. On the coast, Raymond 
began building a giant ocean port 
capable of handling ore ships of 
45,000-ton capacity. Roads, airfields 
and housing for 3,000 Liberian work- 
ers sprouted up. 

Last year Avery and company 
finally rounded up the bulk of the 
money. The breakthrough came with 
a $30-million loan from the Export- 
Import Bank for the purchase of U.S. 


materials and services. With this 


backing, other commitments rapidly 
fell into place. Cash-laden Bethlehem 
Steel agreed to lend some $50 million 
in return for a 25% slice of the joint 
venture. On behalf of a West Ger- 
man group, the Deutsche Kreditans- 
talt, a German bank, loaned $50 mil- 
lion more. First National City Bank 
of N.Y. chipped in with $5.7 million. 
The Swedish syndicate then raised 
$38 million through the sale of long- 
term debentures to complete LAM- 
CO’s financing. 

Final Payoff? All that remained last 
month was for closely held IAAC to 
cash in on its options. To IAAC’s 
shareholders went rights to purchase 
its quota of shares in the big LAMCO 
development. 

A fair guess would be that IAAC’s 
original investment of less than $1 
million now had a market value of 
upwards of $10 million. It was, in 
short, a handsome but by no means 
undeserved payoff for nine years of 
hard work and risk. 





Royal 


fessional golfer, and 


Snead All-American Golf, Inc. 


man of the board. 


at year’s end 





Mixing Business And Pleasure: Sam Snead (right), the celebrated pro- 
Little, as well-known in the business world 
as Snead is in golfing circles, joined talents last month to form Sam 


The “Slammer” is president; Little, chair- 


They plan to build a nation-wide chain of 18-hole Par 3 golf courses, ten 


this year alone, mostly in the South to take advantage of year-round play 


Three Par courses take up only 40 acres compared with the 125 acres for 
standard courses, take half the time to play. 

Little, now 65, was boss of Textron, Inc., 
He also heads Narragansett Capital Corp., a small business 
investment company which is kicking in $150,000 to the golf venture. Snead 


is famed for his shrewd way with a dollar as well as for his long drives. 


will retire from its board 








DEFENSE CONTRACTORS 


AIR POCKET 


Appearances to the contrary, 

Grumman is not losing alti- 

tude this year. It merely hit 
a small air pocket. 





Cuinton E. Tow1, quiet and scholarly 
president of Grumman Aircraft En- 
gineering Corp., had some disappoint- 
ing arithmetic to show stockholders 
last month. For the first time in three 
years Grumman’s profit margins ac- 
tually declined, sliding to 1.8 cents on 
the sales dollar at the nine months’ 
mark vs. 2.2c for all of 1960. While 
sales declined only 3.8°, to $231.5 mil- 
lion, earnings dipped 20.9% to $4.4 
million. To cap it all, Grumman's 
backlog hit one of the lowest points 
in the past decade, $237 million. This 
was hardly enough to generate one 
year’s business at current levels. 

What Bad News? Towl hastened, 
however, to reassure Grumman’s 11.- 
737 stockholders. The sinking spell, 
he assured them, was only temporary. 
Grumman had this year incurred large 
development costs on a $1.5-million 
hydrofoil boat contract. Yet this de- 
velopment expense (some $4 mil- 
lion shared with General Electric and 
others) has already begun to produce 
results. Weeks ago, Towl got a sec- 
ond contract from the Navy, for a 
similar craft, valued at $11.5 million 

Added to this, Grumman has been 
in the final phases of producing the 
WF2 Navy Tracer. When this plane 
was in full-scale production it earned 
good profits. But the recent decline 
in volume cut into profit margins. 
So did the extra costs which arose 
from the cancellation of its missile 
contract, the Eagle. 

Not that such mishaps aren't part 
of the game in the aircraft business. 
But Towl has reasons for being of 
good cheer—reasons which don’t nec- 
essarily show in the income statement 
yet. He expects the backlog to rise 
dramatically in the next few months 
as 1962 appropriations for such planes 
as Mohawk Army Observation plane, 
the Navy’s W2F Hawkeye and A2F-1 
finally become firm contracts. When 
they do Grumman will get its pro- 
duction lines rolling for this high- 
margined, fixed-price type of busi- 
ness which has already done so much 
to power profits in the past. 

“We expect a substantial improve- 
ment in 1962,” says Towl. “There will 
then be no unusual development costs 
and more of our program will be on 
a fixed-price production basis.” One 
of the steadiest profit makers among 
the aircraft firms, Grumman is ap- 
parently still flying on an even course. 
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1961 


Oct. Nov. 
(prelim.) 


108.9 
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THE MARKET OUTLOOK 


by SIDNEY B. LURIE 


Time For Christmas Shopping 


Do I HAVE any investment reserva- 
tions? Some, of course. But they re- 
late perhaps more to psychology than 
the current direction of business and 
the market. 

To express it differently, I don’t 
think the average speculator fully ap- 
preciates the significance of the fact 
that a new peak in the Federal Re- 
serve Board production index doesn’t 
spell “boom” in the old-fashioned 
sense of the term. While I believe that 
the FRB index, which rose 10% be- 
tween the first and third quarters, 
may show a year to year gain of about 
15% by next spring, prosperity has a 
special meaning these days. It can be 
accompanied by such seeming weak- 
nesses as competitive pricing and dif- 
ficulties in traditional key areas at 
the same time other industries are 
stretching for capacity. This certainly 
has been true in 1961, and I believe 
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1962 will be little 
different. 

This is the rea- 
son why I've been 
more concerned 
with the issues in 
which interest will 
be concentrated 
than with any av- 
eragewise objective on this phase of 
advance. Sure, the speculative mood 
has changed and we enjoy the prom- 
ise of record high corporate earnings 
and dividends next year. But this 
doesn’t make security selection any 
easier. Discrimination is still a better 
market tool than the haphazard use 
of a pin. Why? 

For one thing, I suspect that an- 
other period of reappraisal lies ahead 
for many of last spring’s high flyers 
which have been enjoying an auto- 
matic lift as tax selling ceased. Some 


will be found wanting. Secondly, in 
these sophisticated markets the search 
is for companies with special momen- 
tum, a surprisingly scarce asset. Some 
of the so-called “best names” often 
lack this requirement. Several that I 
think have it are discussed below. 
For example, I'm still impressed 
with the long-term possibilities in 
Allied Radio Corp., the world’s largest 
distributor of electronic parts and 
high-fidelity components. The stock 
sells around 31 and pays 32c in cash 
plus 2% in stock. My interest stems 
from more than just the prospect that 
earnings for the year ending next July 
may be around $1.40 per share against 
$1.06 in fiscal 1961. Rather, in the past, 
Allied’s business about doubled every 
five or six years, and I believe there’s 
room for more growth in the future 
via an increased share of the market 
as well as growth of the market itself. 
The bright outlook is eloquent sup- 
port to my comments some time ago 
that this is a business which shares the 
electronic industry's growth, yet is 
free of its pricing problems and the 
risks of technological obsolescence. 
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ea aN, 
EARN 


4;% INTEREST 
ON ALMOST 


ANY AMOUNT | 


— FULLY 


INSURED! 
iene 


How can Great Western Financial Cor- 
poration offer you these benefits? By 
Setting up a variety of accounts, distrib- 
uted as required among GWF'’s seven 
California savings and loan associations. 
Accounts are insured to $10,000 by the 
Federal Savings and Loan Insurance 
Corporation, a permanent agency of the 
U.S. Government. And there is virtually 
no limit to the number of insured ac- 
counts — individual, joint, corporate or 
trust —that can be established. Moreover, 
you get all these advantages with a single 
check. For 442 %* interest with insured 
protection, why not write that check 
today? 


@ CURRENT ANNUAL RATE 


GREAT 
WESTERN 
FINANCIAL 

CORP. 


A group of seven insured California Savings 
and Loan associations, representing 
combined assets of over $850,000,000 








GREAT WESTERN FINANCIAL CORPORATION 
P.{). Box 54176, Terminal Annex, 
Los Angeles 54, California 


Attention: M. A. Ford, 
Special Accounts Officer 


() Enclosed find my check in the amount of 
Send full details on how my funds have been 
invested. 


i Please send me your comprehensive brochure 
on Great Western Financial Corporation. 


NAME 
STREET 


City... 
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The enormous growth of shopping 
centers and discount stores in the past 


| decade brings to mind another old 


favorite, Aldens, now around 85 and 
paying $1.20. The company is partici- 
pating in the retailing revolution for 
it now has a discount division whose 
volume might reach $30 million this 
year, vs. $19 million in 1960. Interest- 
ingly, discount stores usually become 


profitable in six months, whereas it 


often takes some three to five years 
for a regular retail store to reach a 
profit. Also of interest, since the cred- 
it customer buys much more than the 
cash customer, over half of Alden’s 
mail-order sales now are on a credit 
basis. I visualize earnings of about 
$4.15 per share this year, a profit of 
$5 a share or more in 1962. 

I'm also impressed with Borg-War- 
ner Corp. (around 45, paying $2) and 
not just because the company is No. 
One in the coin-operated dry cleaner 
market. Borg-Warner’s basic oper- 
ating efficiency probably is better than 
ever before in history—management 
has been strengthened—and there are 


| at last two special pluses: 1) The ap- 


pliance business, which seems to run 
in a three-year cycle, has been 
picking up since summer. 2) The 
automotive parts division should en- 
joy record high business in 1962, an 
indication that the compact car has 
helped rather than hurt volume. Fuel 
injection is a potential plus for 1963, 
as is the company’s already accepted 
“poor man’s automatic transmission.” 
I believe Borg-Warner could earn 
$3.50 to $4 per share next year vs. an 
estimated $2.50-$2.60 this year. 

I believe there’s merit to McGraw- 
Edison Co. (around 39) even though 
this year’s earnings per share may only 
be in the $2-$2.25 area as compared 
with $2.51 in 1960. The 1962 outlook is 
quite bright. Sales and earnings could 
reach record levels, the latter perhaps 


| better than $3 per share. This pro- 
| jection is based not only on the hope 


| of increased volume, 


but improved 
margins (reflecting general cost-cut- 
ting and freedom from a strike in one 
important division) and better prices 
in the utility equipment division of 
the business, about one-third of the 
total. This guesstimate also takes into 
account my understanding that the 
company has orders for its automatic 
telephone dialing unit, which should 
keep this division operating at or near 
capacity into the first quarter of 1963. 

In my opinion another old favorite, 
Wilson & Co. (around 46, paying 


| $1.60), is a stock with a story for to- 


day as well as next year. This well- 


financed meat packer has a better- | 


than-average earnings record. Sec- 
ondly, its sporting goods division (big- 


ger and more profitable than Spalding) | 


Southern California 
Edison Company 


DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


ORIGINAL PREFERRED STOCK 
Dividend No. 210 
65 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 
Dividend No. 59 


27 cents per shore. 


The above dividends are pay 
able December 31, 1961, to 
stockholders of record De- 
cember 5. Checks will be 
mailed from the Company's 
office in Los Angeles, De 


cember 29. 
P. C. HALE, Treasurer 


November 16, 1961 


Canada D 
DIVIDEND NOTICE 
The following dividends have been 
declared by the Board of Directors: 
Preferred Stock—A regular quarterly 
dividend of $1.0625 per share on 
the $4.25 Cumulative Preferred 
Stock, payable Jan. 1, 1962, to 
stockholders of record at the close 
of business on Dec. 5, 1961. 
Common Stock—A quarterly divi- 
dend of $0.25 per share on the Com- 
mon Stock, of the value of $1.66°s 
per share payable Jan. 1, 1962, to 
stockholders of record at the close 
of business on Dec. 5, 1961. 
Transfer books will not be closed 
Checks will be mailed. 
J. W. REILLY, Vice Pres. & Secy. 
Buy Diamond Jewelry direct from one of Amer- 
ica’s well known diamond cutters. Pay only 
actual market price. Save 45 to '4 
See 2 SS eS SS SS eS eS eS ee eee eee ee eS 


Mail Free 72 Page Catalog 
EMPIRE DIAMOND CORPORATION 
Empire State Bidg., Dept. 46, N.Y. 1, N.Y. 


Name 


Address 
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soon will open a plant to serve the 


British Commonwealth and the Con- | 


| 


tinent. Thirdly, the meat packing in- | 


dustry’s economics point to 1962 being 
a record year. As I see it, Wilson’s 
earnings could reach the $4-$5 per 
share level in 1962, a record high, 


against an estimated $2.75 to $3 for | 


the fiscal year just ended. 
Continental Insurance (around 70, 
with a $2.20 dividend) is an attractive 
capital-gains purchase. For one thing, 
its capable management has succeeded 


in placing the underwriting business | 


on a normally profitable basis. If all 
goes well—that is, no major catastro- 
phes—underwriting income next year 
may be in the $6 million to $12 mil- 
lion area. Secondly, the stock repre- 
sents an indirect means of buying a 


well-managed common stock portfolio | 


at a substantial discount. At the end 
of October, Continental common had 
a book value of about $81 a share and, 
after adding 35° of the unearned 
premium reserve, it had a liquidating 
value of $93 per share. 

Apropos my turn of the month ref- 
erence to Howard W. Sams, there are 
several interesting aspects to this 
business. The Bobbs-Merrill book 
publishing operation, about one-third 
of sales last year, now is on the way 
back to its strong ‘position in the text- 
book field. Also, the Sams division, 
which produces a_ service manual 
called Photofacts (say, another third 
of sales), is a direct beneficiary of the 
tremendous need for servicing elec- 
tronic appliances of all kinds. As a 
result of the tremendous need for 
servicing outside of major cities, the 
company has started a new program 
permitting qualified service people to 
repair all types of equipment—from 
computers to organs. And there’s more 
and more automatic equipment being 
installed throughout the country. 

All this doesn’t mean that Wall 
Street is paved with gold. I do have 
some reservations. In part, this is nat- 
ural, for there never was a time when 
the case was simple and clear-cut. 
But most of my concerns rest with 
factors that are on the horizon. For 
example, I think it’s too early to wor- 
ry about the possibility of a general 
tariff reduction in line with the Ad- 
ministration’s talk of a _ so-called 
Atlantic Market. The obvious and 


practical course is to avoid domestic | 


companies that suffer from foreign 
competition and concentrate on those 
with branches abroad, or those which 
have special momentum. 

Incidentally, the important point 
about the General Motors extra divi- 
dend is that it could set a pattern for 
other companies to follow. It’s a 


psychological tonic for all industry | 


rather than just the stock market. 
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SAVE MORE 


BEVERLY HILLS @ederos SAVINGS 
EARN MORE 


1 EARNINGS PAID 4 TIMES A YEAR 
4.5” SAVINGS INSURED TO $10,000 
4 BY THE FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION, 
A PERMANENT AGENCY OF THE UNITED STATES GOVERNMENT. 
CURRENT RATE / PER ANNUM 


Beverly Hills Federal Savings is one of America’s largest savings and loan associations with 
resources over 100 million dollars and we are proud of our record of 72 consecutive divi- 
dend payments. Open an account now or use the coupon below for further information. 


Accounts opened by the 10th of month earn from the 1st of month. 


BEVERLY HILLS Zedera/ SAVINGS 


AND LOAN ASSOCIATION 


BART LYTTON 


* CHAIRMAN AND CHIEF EXECUTIVE OFFICER 





HAROLD P. BRAMAN 
President and Managing Officer 


9424 WILSHIRE BOULEVARD, BEVERLY HILLS, CALIFORNIA 


Beverly Hills Federal Savings and Loan Association + 9424 Wilshire Boulevard, Beverly Hills, California 
name __ 

address ___ = 
ee state 
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PANHANDLE EASTERN 
PIPE LINE COMPANY 


QUARTERLY DIVIDEND 


50¢ per Common Share 


(formeriy 45¢ per Share) 
e Payable December 15, 1961 
® Record November 30, 1961 
e Declared October 30, 1961 


WILLIAM C. KEEFE, 
Vice President & Secretary 





Pioneer Long-Distance Transporter ana Producer of Natura! Gas 








TENNESSEE GAS 


TRANSMISSION COMPANY 


HOUSTON, TEXAS 





The Board of Directors has declared a 
quarterly dividend of 28¢ per share on 
the Common Stock, payable December 
12, 1961, to stockholders of record on 
November 17, 1961. 


H. F. ABY, Secretary 


DIVIDEND 
NO. 57 
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TIME RUNNING OUT ON 
THE LONG BULL MARKET? 


For more than twelve years now, Wall 
Street has been a “one way street” for 
millions of American investors. But, 
if E. George Schaefer of Indian- 
apolis is right, in coming years the 
stock market may be in for a tumble 
of major proportions, possibly be- 
fore the year 1962 is out. 

The longer-term results will have 
—in all probability—a tremendous 
impact on the fortunes of every man, 
woman, child and investing institu- 
tion in the country. 

Here’s how Schaefer put it recently 
in his “Dow Theory Trader”, the 
weekly letter mailed to all Schaefer's 
subscribers: 

“No matter how tempting the pos- 
sibility of a higher market ahead may 
seem at this time, in my opinion the 
months in the immediate offing are 
a time for bullish but cautious pa- 
tience—for staying fully invested in 
the diversified stocks we have recom- 
mended all the way up, and allowing 
our profits to have a possible final 
build-up during late 1961 and early 
1962. 

“After all, we have remained bull- 
ish on the primary trend all the way 
up since the 161.60 low of June 
1949. And, rather than buy at to- 
day’s high prices, | would simply 
hang on to what I have purchased 


Indeed it may be, cautions E. George Schaefer. This 
famed Dow Theorist has correctly called the primary 
upward movement of stock prices ever since the big 
bull market started in 1949. 


earlier, in a cautious, bullish man- 
Wc 

“At today’s high levels, then, I 
would be inclined to stay fully in- 
vested...on the possibility that... 
the Dow-Jones Industrial Average 
will push into the 800 area. 

“Such an advance would prepare 
the ground for a steady reduction of 
our holdings...” 


An Amazing Record 


Whether Schaefer’s subscribers have 
always agreed with him or not, they 
would probably concede that the 
Dow Theorist’s past record of fore- 
casting the stock market trend for the 
longer term has been remarkable. 

Schaefer launched his advisory 
service in June, 1948. One year later 
—/in June and July of 1949 — he 
turned extremely bullish and issued 
his remarkable “Turn of the Tide” 
market letters, in which he predicted 
that a great bull market of long ex- 
tent was slowly but surely getting 
under way. 

A glance at the chart on the next 
page will show how right he has been. 


Primary Trend— Key to Profits 


Through a correct interpretation of 
time-honored Dow Theory princi- 
ples and his own seven technical 


market measures, Schaefer knew that 
carefully selected growth stocks could 
profitably be held as the upward “Pri- 
mary Trend” of the market continued 
to unfold. 

He knew that there would be severe 
downward corrections of this basic 
upward movement—as there were in 
1953, 1957, and in 1960. But he also 
knew there was no reliable way to 
predict or gauge the extent of such 
movements, either in the Averages or 
individual stocks. Schaefer believed 
the truly prudent investor should 
invest 100% in diversified growth 
stocks of high quality, and merely ride 
the upward primary trend as long as 
it was to last. He should, Schaefer 
believed, ignore temporarily unfav- 
orable developments which would 
inevitably panic weaker and less 
knowledgeable investors into parting 
with their stocks. 

Schaefer was confident that as long 
as his studies showed that the Bull 
Market was continuing to point up- 
ward, the Averages and many stocks 
were bound to recover and rise into 
new high ground. 

Look again at the chart. Note how 
stocks faltered uncertainly in early 
1953, and then slid lower for nine 
months. Many pessimistic economists 
were saying that — following the 


(Continued on next page) 
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Korean Armistice —- the economy 
could not adjust from its war footing, 
or do as well in times of peace. 


Schaefer, however, recognized this 
downslide for what it was — the end 
of the first phase and the beginning 
of the second phase of the traditional 
three-phase bull market pattern that 
such analysts as Charles H. Dow, 
William P. Hamilton and Robert 
Rhea had ingeniously identified in 
their pioneering stock market studies 
of yesteryear. Investors were soon 
to realize that Schaefer’s interpreta- 
tion was right. From a low close of 
about 255 in September, 1953, the 
D-J Industrials rose to the 521 level 
by April, 1956. 


Schaefer Goes it Alone... 
To the Benefit of Subscribers 


In late 1957, the market was again 
in trouble and appeared to be headed 
even lower. A steady flood of pessi- 
mistic reports emanated from Wall 
Street and Washington. Production 
was off. Unemployment was edging 
higher. Many people feared that a 
major depression was in the offing. 
And finally, the “Sputnik” crisis sent 
the Dow-Jones Industrial Average 
tumbling down to a low close of 
419.79 on October 22, 1957. 

The vast majority of “profes- 
sional” investment services turned 
fearful and bearish in late 1957 and 
early 1958. They took the easy 
course, when many investors were 
panicky, Schaefer feels, by taking 
advantage of the emotional state of 
most investors. They advocated 
“extreme caution,” advised “cut- 
backs in common stocks.” Many in- 
vestors heeded this advice, sold their 
stocks, and stood meekly on the side- 
lines waiting for even lower prices. 

The lower prices never material- 
ized. E. George Schaefer chose once 
more to swim against the tide, as he 
had done so successfully during the 
lows of 1949 and 1953. Fully aware 
that mass psychology was against 
him — and the public was likely to 
scoff — he nevertheless issued a bar- 
rage of strongly optimistic forecasts. 

He published an extremely bullish 
%-page advertisement in this maga- 
zine in October, 1957, in which he 
predicted—fearlessly and accurately 
—that a third phase upsurge was im- 
mediately ahead, and which, he 
believes, is still under way. He termed 
the October, 1957 levels one of the 
most outstanding buying opportuni- 
ties the market had ever seen. 


Willingly putting himself out on a 
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“Time Running Out 


on Greatest Bull Market Ever?” 
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THE DOW THEORY IN ACTION 
OCTOBER, 1929 


Here is what another Dow Theory fore- 
caster had to say 32 years ago, just four 





days before stocks began their greatest 
decline in history. Wrote William Peter 
Hamilton, Wall Street Journal Editor, in 
his column: 





“On the late Charles H. Dow's well known 
method of reading the stock market move- 
ment from the Dow-Jones averages, the 
twenty railroad stocks on Wednesday, 
October 23 confirmed a bearish indication 





given by the industrials two days before. 
Together the averages gave a signal for 
a bear market in stocks after a major bull 
market with the unprecedented duration 
of almost six years.” 
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limb, Schaefer wrote on October 19, 
1957: “Although the 14-week inter- 
mediate decline under way is the 
most severe in the entire bull market 
KHRUSHCHEV since 1949, it is the seventh such de- 

VISIT cline. Very probably it will prove to 
be the ‘clean-out’ or final ‘shakeout’ 
KENNEDY ending the second phase of this bull 
ELECTED market.” 

Again on October 26, 1957, he 
encouraged his readers by announc- 
ing: “The turn to the upside has 
come. This coming third phase up- 
movement will progress 300 points 
or more. It will be a relentless up- 
surge that will not allow the shorts to 
cover or the sold-out bulls to buy 
— their stocks back at lower prices.” 
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The chart shows the subsequent 
amazing accuracy of Schaefer's pre- 
—_—— EISENHOWER dictions — and the immense profits 

OPERATION possible to readers who heeded his 
ower = advice. 


CRISIS 
ICKEN 521.05 A “False” Bear Market Signal in 1960 


Had not Schaefer proved his fore- 
casting mettle in 1949, and in 1953 
and again in 1957, his subscribers 
might well have had some uneasy 
moments during the Spring of 1960. 
On March 3, the financial pages of 
the country gloomily announced the 
“end of the longest Bull Market 
ever.” They cited at least one wrong 
interpretation of the Dow Theory as 
one of the sources of this shattering 
news. 

Here are the details of this some- 
what complex “Bear Market Signal” 
. . and its aftermath: 

An Era of Professional Confusion (Feb.-March, 1960): /ndustrials 


and Frustration dropped below their previous “in- 
termediate low” of 616. Soon 
Says Schaefer: ‘‘Pick up almost any old newspaper or after, the Rails “confirmed” by 
magazine from the past 12 years, and especially those dropping through their previous 
of 1949, of 1953 or of late 1957 and 1960, you will see low. Followers of the old Dow 
for yourself how fearful and: bearish—and wrong— Theory, guided by the averages 
almost all the ‘experts’ and ‘services’ were. When this, alone, trumpeted the signalling of 
the greatest bull market in all history, finally comes to a a “new bear market’ and advised 
resounding end, | believe that most will be wrong again sale of common stocks. Schaefer 
and that some 95% of the services will be optimistically labeled the move a “false’’ bear 
predicting higher prices ahead. Only a few seasoned market signal. He continued to ad- 
and studied investors will weather the storm success- vise holding stocks—and buying 
fully." more so as to be fully invested for 
the period of sharply rising prices 
| | | | foreseen by Schaefer for the months 
Note: The studies indicated on the chort ore but four of ahead. 
fer's many unswervingly bullish predictions which ( Feb.-March, 1961 ae Havine 
appeared during this dynamic but confusing decade touched a low of 566, Industrials 
Each forecast, at the time, ran counter to the overwhelm- recovered and rallied strongly, 
penetrating the June, 1960 high 
—_ | of 656. Shortly thereafter, Rails 
= | | surged upward to penetrate the 
146.56 mark (their March, 1960 
1957 1958 1959 high). Old-fashioned Dow Theo- 


rists reversed themselves, con 
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ingly bearish opinion of the crowd, and most of the 
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-* New Indianapolis quarters for Schaefer's modern Dow Theory Research 
in Market Trends has nearly 4,500 square feet of floor space. 


ceded a Bull Market existed. Some 
called it a “new” Bull Market. 
Schaefer labeled the breakthrough 
a continuation of the upward surge 
of the third and final phase of the 
Greatest Bull Market Ever (1949- 
?), and predicted still higher prices 
ahead. 


Schaefer's 7 Time-Tested Methods 

Here, briefly, is a summary of 
Schaefer's technical measures which 
have enabled him to forecast the high- 
er prices which have accompanied 
this long bull market. These same 7 
indicators, Schaefer feels, will flash 
their warning when the scales have 
been tipped by the forthcoming Bear 
Market. 


1. Yield Cycle 


The higher the yield of common 
stocks, as compared to that of bonds, 
the more attractive they are. At the 
beginning of this long bull market, 
yields of 6% and more were very 
common. Today they have declined 
to around 3% —and threaten to go 
lower. Says Schaefer: “One of these 
months, possibly during 1962, the 
public will wake up to the inability 
of business to raise its earnings and 
dividends anywhere near to a level 
where such sky-high stock prices are 
justified. Once the market had fully 
discounted the business boom, earn- 
ings, and dividends ahead, selling will 
begin and a collapse will follow soon 
thereafter.” 


2. Consensus 


In June, 1949, when this bull mar- 
ket started, business was bad and 
market “experts” were almost unani- 
mously bearish—and wrong. When 
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the climactic “top” area ahead ap- 
proaches, Schaefer believes, business 
will be excellent and the market let- 
ter writers will be enthusiastically 
bullish—and wrong again. 


3. Ratio of Short Interest to Volume 

A high ratio is bullish, a low ratio 
bearish, since most bearish short- 
sellers, Schaefer believes, like the 
professionals, are usually too emo- 
tional and end up being wrong. At 


present the short interest on the “big 
board” is high, well over 3,000,000 
shares—which is bullish. Today's 
volume of daily transactions is also 
bullish, but the ratio between the two 
is steadily declining—a sign of im- 
pending danger during 1962. This 
market is likely to attract investors 
for the short-term and “slaughter” 
the short sellers in the months ahead. 
And short covering will mean still 
higher prices. As for the ratio itself, 
Schaefer's latest computations show 
it to be in the neighborhood of 0.72. 
According to his studies, when it goes 
below 0.50, trouble is indicated. Sev- 
eral months of 0.50 or below would 
be very bearish, and would suggest 
that a major bear market was not 
too far away. 


4. Schaefer's 50% Retracement Concept 


If a major market movement fails 
to retrace half of its previous move- 
ment, the direction of the Primary 
Trend may be considered to have 
r:mained unchanged. This helpful 
concept told Schaefer correctly that 
the declines of 1949, 1953, 1957, 
and 1960 were only temporary. “/t 
won't help me time the ‘top,’ but after 
the ‘top’ has come it will provide 
added confirmation of a major bear 
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market ahead, after the corner has 
been turned,’ he states. 


5. 200-Day Investment Line 


A valuable “moving average” sta- 
tistical technique which sometimes is 
helpful in spotting “buy” areas in a 
bull market, “sell” areas in a bear 
market. Right now, this indicator is 
saying what it has been saying all 
through 1961—higher prices are 
likely before we see the final top. 


6. Odd-Lot Index 


When the small investor is buying 
heavily —look out! He’s generally 
wrong, Schaefer believes. Similarly 
small investors have often sold heav- 
ily at the wrong time—for example, 
1954 and 1958. Not conclusive by 
itself, the Odd-Lot Index does have 
great value for the modern Dow 
Theorist. Today—despite the heights 
to which the averages have already 
climbed—the odd-lot public is ap- 
parently skeptical, and odd-lot sales 
are often greater than purchases. 
This simply means that there has 
been a ground swell of investment 
buying under this market, for if the 
“little fellow” has been nervously 
selling to “get out even” or to “make 
a fast buck,” then the big “round- 
lot” buyers must be doing the buying. 
Here is perhaps the best technical 
indication, currently, that this third 
phase still has several months or 
more to run its spectacular course. 
If the pattern should change in a few 
months—if, that is, a steady stream 
of odd-lot buying on balance should 
appear, then Schaefer wil! become 
very cautious. 


7. Three-Phase Studies 


The most useful principle devel- 
oped by Charles H. Dow, William P. 
Hamilton, and Robert Rhea, accord- 
ing to Schaefer, is the observation 
that major Bull Markets almost 
magically conform to some kind of 
3-phase pattern, time after time. The 
fact that the Dow-Jones Industrial 
Average was able to push through its 
old January 5, 1960 all-time high 
close of 685.47 so effortlessly earlier 
this year—after a 15-month consoli- 
dation—implies that the third-phase 
upsurge which began in October, 
1957, is still in progress. Schaefer 
says, “I think that most students of 
the Averages will agree with me 
when I say that the long and severe 
test of the old 685.47 high during 
1961 has proven itself to be bullish. 
A higher market looks like a sure 
thing for the first half of 1962 any- 
way. That upturn, then, because of 
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the long time element since October, 
1957 will place our bull market's 
third and final phase in a very vul- 
nerable position sometime during the 
next 6 months or so.” 


Wall Street Hears Schaefer 


Earlier this year Schaefer was in- 
vited to address a distinguished audi- 
ence of about 300 members of the 
New York Society of Security Ana- 
lysts at a special afternoon meeting 
in the Society’s banquet hall in down- 
town Manhattan. 


The guests included many of the 
most astute “brains” in Wall Street 
—-professionals in charge of institu- 
tional portfolios worth billions— 
and analysts of many of the nation’s 
largest and best-known brokerage 
houses. 


They had crowded the hall to hear, 
in the words of the Chairman as he 
introduced Schaefer, the “most un- 
inhibited bull of all time.” 


Speaking extemporaneously in his 
customary unhurried manner, the 
lanky Hoosier from Indianapolis re- 
viewed the growth of his service and 
the development of his techniques. 
Before answering questions at the 
conclusion of his address, Schaefer 
summed up his present position with 
a cautionary appeal: 


“.. In conclusion I just want to 
plant a little seed in your mind. I 
want you to look at this market and 
ask yourself, ‘Well, just where am I 
going to be satisfied?’ And when you 
have convinced yourself that you are 
satisfied with this or that profit, put 
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in your order to sell and get out and 
Stay out. 

“Now your emotions will not want 
you to do that. Your emotions will 
be your worst enemy—as they were, 
perhaps, in 1953 or 1957. As the 
market continues up, you will want 
to buy, want to hang on, you will not 
want to pay your (capital gains) tax, 
you will think of every reason under 
the sun not to sell—just as at the 
bottom you found every reason not 
to buy. 

“I sincerely hope that you—as 
security analysts—will adequately 
prepare your customers for the try- 
ing days ahead .. .” 

Following are a few more excerpts 
from the address that Schaefer gave 
before the New York Society of 
Security Analysts earlier this year. 


“... just want to plant a seed in your minds...” 


“But the thing that we should remember . 


. . is that 
this bull market, for all practical purposes, is on its 
last leg. I mean we are going to go up some more... 
but this last upswing is going to be the most specula- 
tive, the most exciting, the most emotional thing we 
are ever going to live through, and probably most of 
us are not going to see another one like it. It is im- 
portant to take our profits—and not to be drawn into 
this thing and buy at the top . . . Do not stay in step 


with a bullish crowd, and let it wreck you... 


The Long Bull Market 


“The third phase is noted for its speculation, for its 
ability to draw people into the market, and that is 
exactly what is happening here in 1961. You men who 
are brokers know that a good portion of your business 
is just coming in—that you are not even asking for 
it. It is that way all over the country, from coast to 


(Continued on next page) 
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coast. In a way, my speaking here before a full house 
is typical of the times. A great many people are in- 
terested in learning about the stock market. There 
is the feeling that the right philosophy—and the right 
stocks—will produce profits. But there is also a great 
deal of caution due to international tensions, due to 
the many shakeouts we have had all the way up. Fear 
has ruled the public time and time again since this 
primary bull market began in 1949. Investors have 
blown hot and cold, depending on the news and the 
market's action... 


“The part of my studies that remains bullish is . . . we 
do not have what I would call a very good indication 
of a nearby final top in our odd-lot activity. We still 
get many, many days where there is more odd-lot sell- 
ing than buying. This is bullish, and it implies that 
our major bull market will go into 1962... 


Makeup of the Market 


“Let's . . . realize that today the market is composed 
of so many more people than we have ever had before. 
We have 15 million people who are interested in this 
market, who actually are stockholders, and the 
chances are, before this bull market tops out, we will 
have 20 or 25 million. Now, that is a lot of people, 
and when you consider that those people are indi- 
viduals ...that they have the right to their own 
thoughts—and don’t think that they are not going to 
think on their own—this market can do anything... . 


“So I, in my work, try to figure out as near as I can 
some fundamental basic law, a rule, something that 
we could go by, something that we could-understand. 
One of the things that the Dow Theorists ahead of me 
have thought out and studied is the fact that a long- 
term primary trend has three phases . . . You might 
compare them to a man’s life—there is youth, there is 
middle age, there is old age. We know those three 
phases. Who knows where youth begins and ends, 
or where middle age begins and ends? Who knows 
how long old age is going to go? We do not know... 


“My experience has been that the large buyer of 
stocks is usually guessing, is not fully informed, and 
is almost equally at sea, so to speak. As a rule, he is 
somewhat better informed but . . . is only slightly 
better off than the public. I get inquiries all the time 
from men who handle large sums of money, who 
really do not know whether to buy or sell, and I feel 
that this misunderstood situation—these large new 
sources of investment funds coming into the market 
—lI feel that they are going to be, more or less, taken 
in with this thing of buying stocks at the top, just the 
way the public will be taken in before this thing is 
ne 


“To sum it up, I would not put too much confi- 
dence in what the ‘big fellow’ is doing, although I 
would rather give his actions a little more authority 
than I would the ‘small fellow,’ the odd-lotter, and 
that is why I say it is bullish and constructive at this 
time to know that the odd-lotter is selling on balance 
because he is not sold on the bull market as yet. When 
he gets bullish and buys his head off, then I would be 
very, very careful and I would get out of this market, 
and stay out... 


“Fear is man’s strongest emotion. It is man’s greatest 
enemy in the stock market. Fear will overrule any- 
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thing, and we get so, that when we have a big shake- 
out in this market like the Sputnik crisis in 1957 or 
this shake-out we had last year when political fears 
ruled the market, we sell our stocks and we do not 
know why. Sometimes we wonder later on, why we 
actually sold out... 


= . ate! 


When you get out during 1962... stay out! 


Timing the Top 

“Now, very often you get that first top on volume, 
and then you get a correction, and then another top 
on less volume. Now, that is a point we want to watch 
in this bull market. If you get a major upsurge in the 
months ahead, and everybody gets excited and every- 
body reads about how good business is going to be, 
do not let it throw you. I think we will be wise not to 
allow ourselves to become a part of mass psychology 
if it becomes too bullish later this year and early next. 
Realize that we are beginning to skate on thin ice, 
and when this bull market goes up another 100 points 
from here for the Industrial Average, I for one am 
not going to be bullish. . . 

“I did some research on the 1929 market and it was 
amazing to me—I could hardly believe it—but in 
September, right at the peak, in September, 1929, 
only 40% —that is, roughly 40% —(of stocks) were 
higher than they were in January, 1929. So just re- 
member that... 

“In other words, do not wait until the last minute to 
sell your stocks. Sell them on the way up, and when 
you get out, stay out. Do not let yourself get emotional 
and let yourself get drawn back into this market, be- 
cause, if you do, you are most likely to get hurt... 
“Now the facts that last year’s election, Khrushchev, 
and Castro were unable to start a major bear market 
implied that the bull market, underway since 1949, 
was not over and that the Industrial Average probably 
is going above 800. This is a rough figure. My top 
limit is 817, but it would not surprise me to see the 
top figure go somewhat higher. I know this. But when 
it hits 817, I am out of this market. I do not care if 
it goes up another hundred points, or higher. In that 
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area, I and my subscribers, I hope, will be satisfied. 
We have struggled along with this primary bull mar- 
ket all the way up since 1949, most of us with beauti- 
ful profits, and we are trying to discipline ourselves 
to be happy, content, and satisfied with our profits . . . 
The Next Bear Market 
“As I see it a major depression is likely in this country 
once this third phase blows its top... We might get a 
practical top on sizeable volume this year, and then 
a dip and still another new top on less volume—there 
are several different types of tops—but once that is 
all over...we very probably are going into a new major 
bear market. The larger the preceding bull market, 
the greater will be the bear market to follow, and, 
brother, this coming “Bear Market” is going to be a 
Jim Dandy because we have had a tremendous bull 
market since 1949, and a lot of people are going to 
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get hurt when it finally heads downwards into a new 
primary bear market... 

“Now I have been called the biggest bull in this busi- 
ness, but this has been on the way up, and | could be 
just as bearish once the crowd gets extremely bullish, 
as it probably will, at a much higher level. . . 

“Now all you men are security analysts and you have 
a certain responsibility to the public. In fact, you have 
a great responsibility. We are all public servants. We 
study these matters out. We work to try to draw a 
conclusion, and, if we sometimes feel strongly the way 
we do about the market, why—come out with it and 
tell the public. They do not have to believe you if they 
do not want to, but if you believe as I do, that today’s 
prosperity won't last forever, you are obligated to 
come out and tell your clients about the possibility of 
a coming depression.” 








Schaefer’s home in Indianapolis. A good part of his book and some of his special studies for subscribers were written here. 


Model Account Also Expected 
to Signal Market's Top 

Because he was addressing the se- 
curities analysts without the aid of 
charts or slides, Schaefer omitted 
mention of his Model Accounts—a 
useful tool graphically portrayed on 
the next pages, and one Schaefer be- 
lieves will clearly signal the approach 
of the Bull Market’s final top. 

Schaefer devised his two “Model 
Accounts” twelve years ago. They 
are hypothetical investment port- 
folios of diversified issues designed 
to show how patience can pay off 
handsomely with Schaefer's “Ride- 
the-Primary Bull Trend” philosophy. 
Just as a classroom of investment 
students often sets up a theoretical 
position in stocks to practice their 
investment principles and studies, so 
Schaefer believes that his following 
has benefited immensely from watch- 
ing this theoretical position in his 
two Model Accounts over the years. 

The “Model Accounts” have been 
shown weekly since 1949, when 
Schaefer realized the Primary Trend 
was headed upward. Today the In- 


dianapolis Dow Theory Trader be- 
lieves these Model Accounts have 
attracted and held a good portion of 
his following. Says he: “Profits speak 
louder than words. Every investor 
has the right to know not only what 
has been said in the past by the ana- 
lysts they read, but also how profit- 
able that advice has been. The public 
has a right to know what stocks have 
been recommended—both good and 
bad—and how these stocks have 
done over the years.” Not all of 
Schaefer’s recommendations have 
gone up, but many have, and the 
gains have far outnumbered the 
losses. 

Schaefer’s Model Account pro- 
cedure was set up in 1949 with a 
theoretical capital of $50,000 in each 
account. His Number | Model Ac- 
count is composed of 16 investment- 
type securities, while the Number 2 
Model Account consists of 36 
growth-speculative issues. Little or 
no “switching” has been done in these 
accounts over the years. The Hoosier 
just doesn’t believe in “get-rich- 
quick” methods, plans or schemes— 


but, rather in staying fully invested 
during a bull market. 

To date Schaefer's Investment Ac- 
count has outstripped in gains its 
Speculative counterpart. But more 
important, the “spread,” or differ- 
ence in gains between these two ac- 
counts is considered a_ valuable 
barometer by Schaefer. “While 
readers have watched these two 
Model Accounts on the whole move 
upwards ina highly satisfactory man- 
ner since 1949,” says Schaefer, “/ 
feel that we must realize that we are 
now in the third and final up-phase 
of our long bull market and the stocks 
we are holding probably won't do as 
well in the future as they have in 
the past.” 

What do these accounts reveal 
about the condition of the market 
now? “Today,” answers Schaefer, 
“the big lead once held by our In- 
vestment Account slowly is begin- 
ning to narrow. And, this is most im- 
portant—as the top of this great bull 
market nears—ar re speculative 
trading sets in—I feel that this nar- 
row ‘spread’ will disappear and 


(Continued on next page) 
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Success Revealed in Schaefer’s 2 Model Accounts 























PROFITS SPEAK LOUDER 
THAN WORDS 


A unique, popular feature of Schaefer's 
service is the continuous performance 
record of his 2 Model Accounts estab- 
lished in 1949 with an original hypo- 
thetical investment of $50,000 each. 
These accounts demonstrate the vast 
profits which anyone could have re- 
alized provided they had invested in 
Schaefer's selections and patiently 
held their stocks during the long-term 
buli market from 1949 to date. “But 
don't expect these two Accounts to go 
up forever,” warns Schaefer. “When 
the Speculative Account overtakes the 
Investment Account, it will indicate to 
me that the ‘top’ is approaching and 
stocks should be sold.” 
Here are the actual gain records (as 
of 11/3/61): 
® NO. 1 MODEL INVESTMENT 
ACCOUNT 
(16 diversified investment grade issues) 
Market Value $542,000.00 
INDICATED GAIN (profits 
and reinvested divs.) $498,288.14 
NO. 2 MODEL SPECULATIVE 
ACCOUNT 
(36 diversified growth-speculation issues) 
Market Value $463,000.00 
INDICATED GAIN (profits 
and reinvested divs.) 
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eventually the profits registered by 
our Number 2 Model Speculative 
Account will surpass the gains in our 
Number 1 Model Account. When 


ments of “Dow Theory” practice and 


namely, Samuel Nelson, William 
principles which date back to 1899. 


Peter Hamilton (the man who called 
the “bear market” signal in October, 


Probably no other theory, how- 1929, just four days before the 


this happens, we will suspect the time 
has finally come to begin taking 
profits, and get out of stocks. 
“Naturally there’s no assurance 
that any single forecasting tool can 
be relied on to forecast market ac- 
tion accurately,” adds Schaefer. “But 
! do think that the time will come 
when these Model Accounts will give 
one of the best clues available to the 
sophisticated investor.” 


Updating the Dow Theory 
Schaefer’s Model Account pro- 
cedure is just one of his many refine- 
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ever, is more misquoted and more 
misunderstood than is the Dow 
Theory. 


For one thing, Charles H. Dow 
(Wall Street Journal editor and form- 
ulator of the famous Dow-Jones stock 
averages) never sat down to record 
in one volume his successful stock 
market forecasting techniques. They 
are to be found, instead, in many of 
Dow’s editorials from 1899 to 1902. 


Important clarification and refine- 
ments have been added by other 
astute stock market students — 


“crash” began), and Robert Rhea 
(who correctly identified the bear 
market bottom in 1932, and the peak 
of the following bull market in 1937). 


A Flexible Concept 


The Dow Theory is often unfairly 
criticized as being an inflexible pat- 
tern of forecasting based merely on a 
reading of the Industrial and Rail 
averages alone—their phases, reac- 
tion, ‘“‘confirmations,” ‘“‘break- 
throughs,” and consequent “signals.” 

Yet Dow himself—and William 
Peter Hamilton, Dow’s chief disciple 
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Schaefer—reads the tape for signs of 
1962 top 


—stressed that the science of stock 
market forecasting must always be 
fluid, and adapted to changing con- 
ditions and developments. 
Schaefer—attempting to fill the 
vacuum in the evolution of the Dow 
Theory caused by Rhea’s death in 
1939—has, by his very record, 
shown that the Theory is far from 
“archaic” and not “ready for scrap- 
ping.” In short, Schaefer through his 
readings of mass psychology and the 
seven technical tools described earlier 
—has modernized the Dow Theory. 


A Difficult Beginning 

It was not an easy task. Says 
Schaefer: ‘Just as most people won't 
believe me when I say that, within 
the coming year, or,so, we're going 
to enter a bear market, so, too, they 
didn’t believe me when I said we were 
entering a bull market back in 1949. 

“I could hardly get anybody in 
this whole United States to believe 
we were going into a major bull mar- 
ket twelve years ago. 

“At the end of my first year of 
business, 1 had only nine subscribers. 
I was going broke, slowly but surely. 
My wife said to me, ‘George, what's 
wrong with you, trying to start such 
a business...’ 

“It took about four years until the 
money started to come in so that we 
broke even, and then began to make 
a little money .. . and now I find my- 
self way up there with Uncle Sam get- 
ting much more out of the business 
through his taxes than anyone else.” 

(Note: Schaefer has managed, 
however, to buy a fine old English 
home back in 1955, and in recent 
weeks to move his business from the 
old Salem Street address to much 
larger ultra-modern quarters in his 
own air-conditioned office building 
at 910 East 38th Street in Indian- 
apolis, complete with Library and 
Research Rooms, wall-to-wall car- 


peting, Printing Plant, off-street 
parking. See photo taken recently.) 
Irate Subscribers 

As the bull market and Schaefer's 
service both grew rapidly after hum- 
ble beginnings in the late ’40’s, both 
were beset with problems during the 
sharp reactions of 1953 and 1957. 

Reminisces Schaefer: “Jf you want 
to experience something, you should 
read a stack of nasty letters about 
twelve inches high from investors 
who are scared and angry. It's just 
unbelievable, but that’s the way it 
was in October, 1957, after the Sput- 
nik crisis. 1 stood at the phone for 
seven consecutive hours, trying to 
convince people the storm would 
blow over, and to tell my subscribers 
not to sell their stocks ... 

“I sat there for two hours one day 
writing out checks for cancelled sub- 
scriptions, people wanting _ their 
money back, right at the bottom of 
the 1957 decline. Much the same 
thing happened near the lows of 
1960 

Experiences like these have proved 
to Schaefer the value—in the long 
run—of standing up for one’s opin- 
ion even when it goes contrary to 
mass psychology. “There's « valua- 
ble lesson in all this for the months 
ahead . . . as peopie become nearly 


100% bullish,” adds Schaefer. 


The Complete Story of 
Schaefer's Forecasting Methods 
Fortunately, however, Schaefer 

has survived each temporary market 
reversal, and his service keeps win- 
ning new readers who are impressed 
by Schaefer’s approach. Since 1949 
Schaefer has achieved a widespread 
following which is, in fact, unique. 
Today many thousands of investors 
from every state of the nation are 
annual subscribers to the exhaustive 
Market Letters issued weekly by 
Schaefer from his recently relocated 
Indianapolis headquarters. 

In response to mounting demand 
from these subscribers and investors 
at large, Schaefer has written a book 
which spells out his time-tested prin- 
ciples. In the first few months of pub- 
lication alone, Schaefer's book, 
“How I Helped More than 10,000 
Investors to Profit in Stocks!” be- 
came one of the most widely- 
discussed topics of Wall Street and 
the national financial community. 

“I don’t maintain that everyone 
who reads my book will be able to 
take a million dollars out of the stock 
market in his spare time,” remarked 
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Schaefer recently, “but I do believe 
that this book —more than any other 
—will prepare the investor to sur- 
vive, and profit from, the challenging 
months and years that lie ahead.” 

Schaefer’s book is described in 
more detail in the advertisement on 
the next page. You may use the 
coupon if you would like to order a 
copy—or your bookseller can sup- 
ply you. 


An Invitation to Schaefer's Service 

Schaefer’s book may help you 
make the vital timing decisions which 
can Dring you maximum profits dur- 
ing the spectacular tail end of this 
current market upsurge—and it 
should help you preserve your profits 
intact during the period that will 
follow. 

For your investment peace of 
mind, however, you may wish to 
double-check your own week-by- 
week interpretation of market devel- 
opments with Schaefer's conclusions. 

You can do this by taking advan- 
tage of the generous trial offer which 
follows—a 4-weekxs introductory 
subscription to Schaefer's complete 
service, plus two “Bonus” reports 
written especially for the crucial mar- 
ket period we are now experiencing. 


These Special Reports are: 


“TIMING THE Top”— Detailed ex- 
cerpts from Schaefer’s address to the 
New York Society of Security Ana- 
lysts, in which he presents his un- 
hedged forecast of the approximate 


Dow Theory master is an author, too, 


(Continued on next page) 
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NOW REVEALED—SCHAEFER’S UP- 
DATED METHODS ON HOW TO 
BUILD AND PRESERVE PRESENT 
AND FUTURE PROFITS IN STOCKS! 
—by E. George Schaefer, The Dow Theory 
Trader, Prentice-Hall, 246 pages. 
E. George Schaefer, widely recognized 
to be one of America’s most brilliant 
financial minds, has become a legend 
in his lifetime. In 21 sparkling and spe- 
cific chapters, Schaefer now discloses, 
for the first time, the investment tech- 
niques that have already proved im- 
mensely profitable to thousands of in- 
vestors the nation over. For example: 
@ How to use Dow’s Primary Trend 
as the pathway to riches in stocks. 
® How to decide at any time whether 
to invest fully in selected stocks— 
or in none at all. 
How to recognize the three stages 
of the Bull Market and achieve 
maximum profit by seeing a major 
trend through. 
How to use Schaefer's ratio of short 
interest to daily volume to decide 
when the market is dangerously 
overbought. 
@ What Odd-Lots tell you... and 15 
other equally valuable chapters. 
if E. George Schaefer is right about 
the major trend of the Stock Market, 
your very financial future may hinge 
on your ability to ride with the Pri- 
mary Trend in the months ahead — 
first to final profits, then to the storm 
cellars! Read Schaefer's indispensable 
book now—and learn his ideas on how 
to profit from boom-and-bust cycles in 
stocks! 


extent of the expected final upsurge 
in stocks—and the bear market to 
follow. “Those events will have earth- 
shaking effects on every investor who 
owns common stocks,” says Schaefer. 
“SELL DuRING 1962?” —Schaefer’s 
“no-punches-pulled” remarks made 
late in November to the Indianapolis 
Council of Investment Clubs, a group 
representing more than 100 invest- 
ment clubs in the Indianapolis area. 
Schaefer takes an incisive look at the 
latest market developments—odd-lot 
trends, short interest, market volume 
and movement of the averages—and 
explains how they will help him make 
the admittedly difficult timing deci- 
sions that will be called for next year. 


Hold Stocks for Final Profits? 


If E. George Schaefer is right, the 
months ahead may provide the final 
chance for several years to profits 
from rising prices in this bull market. 

“Although we are well into the 3rd 
and final phase of the longest bull 
market ever,” said Schaefer last week 
from his modern headquarters, “J be- 
lieve further substantial gains lie just 
ahead for selected stocks. 

“But although stocks may still be 
purchased for profit, I personally 
think the time has come when it’s 
better to sit tight and realize some 
final gains as the public goes on its 
final speculative binge. 

“Usually the end of the final phase 
of a long bull market is the period of 
fastest rise and greatest profits in 
selected issues for investors. And— 
even after the final peak in the Av- 
erages is passed—investors usually 
have several weeks of additional time 
to dispose of their stocks at good 
prices before the dam bursts.” 

Schaefer cites 1929 by way of 
comparison on this point. In that 
year the Dow-Jones Industrial Aver- 
age rose by more than 25% between 
January and the August peak. Then, 
even after the market “topped out” 
in August, investors had several 
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if I am not completely satisfied! 
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E. GEORGE SCHAEFER, Publisher 
SCHAEFER’S “THE DOW THEORY TRADER” 
910 East 38th St., Indianapolis 5, Indiana 


My $4.95 enclosed. Please forward a copy of your new book, “How I 
Helped More than 10,000 Investors to Profit in Stocks!” Full refund 


(Please print) 
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weeks in which to dispose of their 
stocks at good prices before the 
October, 1929 collapse. 


Act Now to Profit and Protect 


By reading Schaefer’s book—and 
following his weekly service—you 
may be better informed and be in a 
good position to hold your quality 
stocks for profits during the final up- 
swing. At the same time Schaefer’s 
technical measures may warn you in 
time for the crucial “selling area” — 
a reasonably long period during 
which you will be able to sell your 
stocks to a predominantly bullish and 
speculative investing public. 

Remember, though, that while 
Schaefer sees an active, profitable 
market in the period ahead, he con- 
tinues to caution that no bull market 
goes on forever. Just as every bull 
market in history has over-extended 
itself, many inexperienced investors 
may in due time be paying too much 
attention to bullish advice. As this 
bull market — the longest ever — 
reaches its final top, they will be 
frantically buying while the informed 
investor is salting away his profits 
and awaiting the next fortune-making 
opportunity. 

For your investment peace-of- 
mind—and your very financial secu- 
rity—Schaefer believes that you owe 
it to yourself to accept his generous 
offers on these pages. 
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M700 SOON” | IN 19 62 jive late”? 


Let Schaefer's weekly reports help you 
hold for final profits—then spot the crucial 





selling area! 





Get these two valuable BONUS reports at 


no extra cost! 


Are you prepared to cope with the critical stock market months ahead? 
So that you can study Schaefer’s amazing record and time-tested 
techniques for yourself, you are urged to act now on the generous offer 
described fully on this page. This offer includes—in addition to 4 full 
weeks of Schaefer’s complete service—a special 8-page Market Study 
consisting of Schaefer's address to the New York Society of Security 


Analysts. Called “Timing the Top,” it reveals Schaefer’s frank opinion 


YOUR INTRODUCTORY OFFER: 


You don’t risk a penny when you accept the 
generous introductory offer to Schaefer's “The 
Dow Theory Trader” service which includes all 
of the following: 


1. SCHAEFER’S “THE DOW THEORY TRADER” —Schacefer’s 
weekly market letter providing unhedged advice as 
to investment policy, and Dow Theory conclusions 
2. TREND OF THE AVERAGES — vital weekly charts 
showing important underlying investment trends 
3. SUPERVISED MODEL ACCOUNTS — INVESTMENT AND 
SPECULATIVE GRADES—complete, continuous perfor- 
mance records of Schaefer's two model accounts 
Expected to be one of Schaefer’s most valuable aids 
in “timing the top.” 

4. MARKET POLICY—Unhedged conclusions regard- 
ing the “health” of the Primary Trend—-now well 
into the Third and Final Phase of the long Bull 
Market. 

5. THE BUSINESS OUTLOOK — bi-monthly 
trends and likely future developments. 
6. WASHINGTON NEWSLETTER — Schaefer's independ- 
ent analysis of important events in the nation’s 
Capital, especially as they affect stock prices and 
other securities markets. 

7. QUESTIONS BY SUBSCRIBERS — selected for thei: 
general interest to all subscribers, answered by 
Schaefer personally in the service. 


& Fill in coupon, attach your check or money 
order and receive all the above material for 4 
full weeks plus 2 special reports, “TIMING 
THE TOP” and “SELL DURING 1962?” 


survey of 


AcT Now! $ 


all for only 


of the market’s condition now, and his specific recommendations for ac- 


tion. Included are answers to nu- 
merous questions served up by the 
Analysts. The second report, “Sell 
During 1962?” is a transcript of 
Schaefer’s “no-punches-barred” 
remarks to the Indianapolis Coun- 
cil of Investment Clubs. Both re- 
ports are included as a BONUS. 


In his weekly letters, Schaefer 
employs the same special Dow 
Theory techniques which have 
enabled him to forecast-—accu- 
rately and consistently—the up- 
ward primary trend in stock 
prices throughout this entire long 
bull market (i.e., since 1949). 
For your investment peace of 
mind—and for your very finan- 
cial security—you owe it to your- 
self to send for these vital re- 
ports now! 
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SCHAEFER’S 


“THE DOW THEORY TRADER” 


910 East 38th Street, Indianapolis 5, Indiana 

Enclosed is $3 covering your special introductory 3-for-1 offer. Rush my bonus 
copies of important 8-page market study “TIMING THE Top,” and supplemental 
report, “SELL DurinG 1962?” Most important, start sending complete service for 


Name 





Address 





City 
MONEY BACK GUARANTEE. If I'm not completely satisfied you will refund my money upon notification. 
(Offer limited to new subscribers only.) “Outside North America, cost of trial subscription is $5 


——  ——h * State F 








I 
t 
' 
, 
I 
I 
I 
I 
I 
i 
4 full weeks. 
I 
I 
I 
t 
] 
= | 


Wee cee cee cee ee ee ee ee es es es es ee es ee es es es ee es es ee es 


47 








IF YOUR COMPANY USES A FLEET OF CARS... 
SING! 


AVE YOU 
MONEY ON 


fleet leasing 

plans that have 
created significant 
economies for our 
clients. Chevrolets and other 
fine cars. Mail coupon! 


EMKAY, INC. 


6850 S. Cottage Grove 
Chicago 37, Illinois 

Show me how you can save my 
company money on fleet leasing! 
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FLEET LEA 


Name- 





Firm 





Position 
Address 
City, State 
No. of Cars Operated 
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Opportunities inWARRANTS 


If you are interested in mak each $1 do 
the work of $100 or $1, in a rising 
market—then you should be interested 
in common stock WARRANTS. 

What are warrants? 

How is it that each dollar wisely in 
vested in warrants during a bull mar 
ket may bring capital appreciation as 
much as 1000% or more over the same 
dollar invested in common stocks? 

How do some warrants make sensa 
tional gains; $100 investments in some 
cases appreciating to as much as 
$50,000 in a few years? 

@ How do you avoid the equally great 
lorses which may follow unintelligent 
speculation in warrants? 

@ What warrants are outstanding in to 
day’s market and how should they 
be bought and sold? 

For the answer to all these questions, you 

should not miss the most widely-praised and 

only full-length study of its kind—‘*THE 

SPECULATIVE MERITS OF COMMON STOCK 

by Sidney Fried. For your 
copy of this book detailing the full story of 
warrants, and a current list of 110 warrants 
you should know about, send $2.00 to 

8. H. M. Associetes, Dept. 

F-192, 220 Fifth Avenue, New 

York 1, M. Y. or send for 

free descriptive folder 
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STOCK ANALYSIS 


Cyclical Stocks 


THE experienced investor differen- 
tiates, almost instinctively, between 
two basic types of stocks: 1) those 
which he buys for keeps, which he in- 
tends to hold indefinitely until there 
is either a fundamental change in the 
outlook for this particular company, 
or until his own circumstances or ob- 
jectives call for a change in policy; 
and 2) those which he buys for only 
temporary ownership with the defi- 
nite intention of selling, preferably at 
a profit, of course, in the not too far 
away future. 

The first category comprises com- 
panies which have a high degree of 
immunity against the ups and downs 
in business activity, such as public 
utilities and all the various industries 
which cater to the daily and more or 
less essential needs of the consumer. 
Also included in this category are 
rapidly growing companies like IBM, 
for example, where the growth factor 
outweighs the impact of general eco- 
nomic conditions. 

In the second group are all indus- 
tries which, for reasons and circum- 
stances largely beyond their control, 
experience major variations in their 
earnings. Typical are the steel indus- 
try, the machine tool makers, or the 
railroads serving a heavily industri- 
alized territory. Naturally, there are 
great differences as to the degree to 
which an industry or a company may 
be affected by cyclical factors, and 
there are also industries which are 
subject to cycles which seem to be 
peculiarly their own, such as textiles 
or meat packing. 

It should also be pointed out that 
a stock is not necessarily “good” be- 
cause it is essentially stable, or “bad” 
because it is cyclical. No qualitative 
judgment is implied. Standard & 
Poor’s, the financial statistical serv- 
ice, for example, gives the same quali- 
ty rating of “A+” to a Procter & 
Gamble on the one hand and to a du 
Pont on the other, and an “A” rating 
to stocks with such completely dif- 
ferent characteristics as A&P and U.S. 
Steel. 

So much for the introduction. Read- 
ers of this column may recall that I 
have long been partial towards non- 
cyclical growth stocks. These have 
turned out to be exceptionally profit- 
able investments and since they were 
intended for more or less permanent 
retention and since I would not know 
with what to replace them, I am not 
recommending sale. However, a great 
of these stocks—whether it 
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be General Foods, 

Reynolds Tobacco 

or Scott Paper— 

are now selling at 

prices at which 

their undoubtedly 

promising future 

is being discounted 

so generously that 

they cannot conceivably duplicate 
their extraordinary market perform- 
ance of the past several years. The 
appreciation-minded stock buyer may 
have to look elsewhere for worth- 
while capital gains, especially if he is 
thinking in terms of from six to 12 
months. 

If the economic forecasters should 
prove correct in their prognosis that 
the industrial production index will 
continue to rise in the months ahead, 
possibly reaching the 122-124 level by 
next spring—a full 20% above the 
recession low!—then the conclusion 
is all but inevitable that the cyclical 
industries should more fully partici- 
pate in the prosperity which has by- 
passed them up till now. So far the 
cyclical stocks, except for the leaders 
in the automotive industry, have been 
conspicuous laggards in the market. 
They have participated only feebly in 
the general advance which has car- 
ried the averages to new all-time 
highs. Nobody likes the steels or cop- 
pers, machinery or heavy chemicals, 
nor do any of the technical aids give 
any indication of an awakening in- 
vestor or speculative interest in these 
groups. 

However, our tax laws force us to 
look ahead—six months and a day, to 
be specific. Even though one should 
not spurn a short-term profit, only a 
long-term capital gain is really worth- 
while. Today’s buyer should pay less 
attention to the current favorites, and 
try to visualize which stocks will be 
in the stock market limelight in June 
1962. 

I mentioned before that cyclical 
stocks should be bought with the firm 
intention that they be sold before the 
end of a cycle. The time to buy the 
steels and others of this kind is be- 
fore they begin to prosper. The pres- 
ent may prove to be the propitious 
time to establish positions in such 
stocks so that they will be “long- 
term” by the time they may become 
stock market favorites. 

One has to overcome an under- 
standable reluctance to buy into an 
unpopular stock group, but I believe 
that the downside risk is compara- 
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tively slight at this stage of the mar- 
ket and that the potential rewards are 
attractive. In the steels, where pro- 
duction levels already are at the best 
level in 18 months, I favor Armco, U.S. 
Steel and Granite City. I suggest 
American Metal Climax, Anaconda 
and Magma Copper among the non- 
ferrous metal stocks. 

Allied Chemical, Olin Mathieson and 
Union Carbide are suggested in the 
chemical field; all are selling appre- 
ciably below their highs for the year. 
General Electric already has turned 
the corner and may well be headed for 
a highly satisfactory year in 1962. Yet 
the stock is still selling more than 20 
points under last year’s high of 99%. 

Entirely in the appliance field, 


where the demand has perked up and 


the price structure turned firm for 
the first time in years, Whirlpool Corp. 
is my choice. In the notoriously fickle 
textile industry, Burlington Industries 
and J.P. Stevens, prominent leaders in 


their respective fields, can be con- | 
sidered good values with an above | 


average potential. 

Western Union 
ingly unloved and unwanted, seems 
to be scraping bottom. Selling near 


its lowest price in over two years, the | 


stock appears attractive not only be- 
cause it is cyclically depressed, but 
because its longer-range prospects 
are distinctly promising. 

Among the machine tool makers my 
preference is Cincinnati Milling Ma- 
chine. 
fluctuated violently over the years, it 
has a remarkable dividend record 
géing back to 1923. Ingersoll-Rand 
is the leading blue chip in the field 
of heavy machinery. A dividend pay- 
er for more than half a century, this 
company has shown exceptional earn- 
ings stability in an industry where 
this characteristic is rare indeed. 
Worthington, whose earnings record 
over the past several years parallels 
that of Ingersoll-Rand, also is deserv- 
ing of favorable consideration. At 53, 
Worthington is a cheap stock statisti- 
cally, selling at only about 13 times 
average earnings for the past four 
years, nearly ten points below its book 
value and yielding a fairly liberal 
434%. 


One cannot discuss cyclical stocks | 


without mentioning the rails. Since 
basically this is a shrinking industry, 


one that has passed its peak and is | 1 tr 
now in a long-term downtrend, it is | trial subscription brings you: 
all the more important that investors | ha 
| with greater understanding and foresight . . . 


do not overstay the cycle. Aside from 
the top quality Sante Fe and Union 
Pacific, consideration may be given to 
Nickel Plate (New York, Chicago & 
St. Louis), Illinois Central and South- 


ern Pacific. The Pennsylvania RR is | 


interesting as an outright speculation. 
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Telegraph, seem- | 


Although its earnings have | 





In Strict Confidence... 


Ever read the Hippocratic oath all the way through? After more 
than 2,000 years, some of it is a bit outdated. But there’s one 
sentence that is still held sacred by all doctors—and by members 
of many other professions and trades as well: 


“Whatsoever in my practice or not in my practice 
I shall see or hear amid the lives of men which 
ought not to be noised about, as to this I will keep 
silence, holding such things unfitted to be spoken.” 


He-e at Merrill Lynch, that’s how we feel about the private 
affairs of our customers, too. Even when you place an order 
through us, nobody but your account executive knows your iden- 
tity, because all our business is transacted and all our records are 
kept by account number only. Finally, when you write to Research 
for investment help, the information you give us is seen only by 
the people inside our firm whose job it is to help you. 


We believe that you will have confidence in us only as we keep 
confidence with you, and we act accordingly. 


MERRILL LYNCH, 
PIERCE, FENNER & SMITH INC 
MEMBERS NEW YORK STOCK EXCHANGE AND OTHER PRINCIPAL STOCK AND COMMODITY EXCHANGES 
70 PINE STREET, NEW YORK 5, NEW YORK 





To Invest Wisely, 
Read Barron’s 
Every Week 
17 weeks’ trial, $6 


If you want to build investment success, let 

rron’s National Business and Financial 
Weekly bring you the facts that help you 
separate g investments from bad invest- 
ments—so that you increase your investment 
income and build your capital. 

In Barron’s you are shown what, where 
and why the AL VALUES are, behind 
current security prices. What’s more, you 
are shown how these investment values are 
changing, week by week, as the result of 
current political and economic develop- 
ments. us Barron’s not only helps you 
pick good investments now, but also keeps 
you currently informed of new trends that 
could lead to investment opportunities or 
pitfalls. 

No other business or investment publica- 
tion is like Barron's. It is written for the 


| man who makes up his own mind about his 


own money. 

Barron’s is a Dow Jones publication, and 
has full use of Dow Jones’ vast, specialized 
information in serving you. 

rron’s subscription price is $15 a year, 
but you can try it for 17 weeks for $6. This 


Everything you n to know to help you 
handle your business and investment affairs 


the investment implications of current polit- 
ical and economic events . . . the perspective 
you must have to anticipate trends and 
grasp profitable investment opportunities. 
See for yourself how important Barron’s 
can be to you in the eventful weeks ahead. 
ao for 17 weeks for $6. Just send this ad 
today with your check for $6; or tell us to 
bill you. Address: Barron’s, 200 Burnett 
Road, Chicopee Falls, Mass. F-121 


| Name 


with insured safety! 


= 4'%% interest (current annual rate). ®@ Accounts 
insured to $10,000 by the Federal Savings and 
Loan Insurance Corporation, a permanent agency 
of the U.S. Government. 8 Interest paid four 
times a year. 8 34-year record of unbroken inter- 
est payments. ® Save-by-airmail; we pay postage 
both ways. 8 Funds postmarked by the 10th earn 
interest from the lst. @ Member association of 
Great Western Financial Corporation (represent- 
ing combined assets: over $850,000,000). 
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Central Savings and Loan Association 

1235 Chorro Street, San Luis Obispo, California 


Attention: Mr. L. A. FOREMAN 

Special Accounts Officer 

[) Enctosed find my check in the amount of 
a. 


[) Please send me further information on how 
my funds can earn 412% interest with in- 
sured safety at Central Savings. 








Street 


City Zone__State 


Central Savings 


& Loan Association ¢ San Luis Obispo, California 
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CURRENT RATE 
ON INSURED SAVINGS 


1% 
- PER 


2 ANNUM 


EARNINGS PAID 
OR COMPOUNDED 
QUARTERLY 


Southern California's oldest, 
one of the nation’s largest 


savings and loan associations 


In 76 years this trustworthy 
institution has never missed a 
dividend nor closed its doors on a 
business day. No investor has ever 
lost a penny of his savings here. 

Savings accounts in this As- 
sociation are insured to $10,000 
by Federal Savings and Loan In- 
surance Corporation. They are 
exempt from California personal 
property taxes, and if owned by 
non-residents are exempt from 
California income and inheri- 
tance taxes. 

A number of accounts may be 
arranged to provide insurance 
protection for all of them. 

Corporation accounts are ac- 
cepted and insured. 

Funds received in our office 
by the tenth of any month earn 
from the first of that month. 


ASSETS OVER 190 MILLION DOLLARS 


San Die 
‘AVINGS AND 


eeer FLtace FTO SAVE SIENCHE t886 


Convenient postage-free mail service 
SEND COUPON FOR FULL INFORMATION 
P.O.Box F-2592 San Diego 12, California 
NAME — 

ADDRESS 
CITY 


ZONE STATE 








TEXAS GULF 
SULPHUR 
COMPANY 


161st Consecutive 
Quarterly Dividend 


The Boord of Directors has declared oa 
dividend of 25 cents per share on the 
10,020,000 shares of the Company's 
capital stock outstanding and entitied 
to receive dividends, payable December 
15, 1961, to stockholders of record at the 
close of business November 27, 1961. 
HAROLD 8B. KLINE, 
Secretary 








AMARKET COMMENT 


by L. O. HOOPER 


Characteristics of Year-end Markets 


| More often than not, the stock market 
| has an upward price trend from 


whatever lows are recorded in No- 
vember to some time in December or 
January. This has been especially 
true since the beginning of the present 
19-year old bull market which started 
in May 1942. There may be two pos- 
sible reasons: 1) year-end reinvest- 
ment demand, and 2) our American 


| habit of expecting every new year 


to be better than the one before. 
Pessimism and caution always are 


| unpopular at this time of year. 


December markets, however, wit- 
ness many confusing price trends in 
individual stocks, some of which are 


| caused exclusively by transactions 
| to register profits or losses for tax 
| purposes. One should not try to read 
| any lasting investment significance 
| into many of these price changes. 


To establish a loss applicable to 
your 1961 income tax account, you 
can sell a security right up to the 


| close of business on Dec. 29, which 


will be the last business day of the 
year. To establish a profit for 1961 
income tax account, however, any 
trade made will have to be “settled” 
by Dec. 29—which means that all 
sales to establish a profit made in the 


| “regular way” (four business days 


delivery) must be completed before 
the close of business on Dec. 22. To 


| establish a profit for 1961 after Dec. 
| 22, it will be necessary to sell “for 


cash,” or for de- 
livery by Dec. 29. 
In practice, most 
tax selling is com- 
pleted by Christ- 
mas, but there al- 
ways are some last 
minute trades for this purpose. 

Because both “paper” profits and 
“paper” losses have been so large 
in this 1961 highly selective market, 
there already has been a tremendous 
amount of trading to register sales for 
tax purposes. What proportion of the 
whole tax adjustment business re- 
mains to be done now is problemati- 
cal, but there no doubt is a lot. 

Usually tax selling has little net 
influence on the general price level, 
since most people who sell for tax 
purposes immediately buy something 
else with the proceeds. What we call 
“tax selling” usually is really “tax 
switching.” 

If there is any price influence, it is 
in individual stocks. The biggest 
potential losses this year probably are 
in the high science issues, the vend- 
ing shares and those other issues 
which have provided sub-average 
price behavior. The biggest potential, 
in practice, for selling to accrue prof- 
its probably is in the new issues, 
those “hot” things which have been 
going up often without rhyme “or 
reason. 

(CONTINUED ON PAGE 62) 
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AIRCRAFT, MISSILE 
& SPACE STOCKS 
IN 1962 


More business foreseen for most A1rcra ft Manu ifactu rers 


Increased appropriations by Congress in 1961 
for the defense establishment will probably be 
translated into large volume for most aircraft 
companies in 1962. 


Even more important, profits and earnings are 
also expected to grow during the same period, 
probably because the write-offs on commercial 
jets—a drag on several companies this year— 
are now largely completed. 


What this means for stock market investors 
is set forth—clearly, carefully and comprehen- 
sively—in Value Line’s newest Report on the 
Aircraft Stocks. 


GUEST COPIES AVAILABLE 


In conjunction with the Guest Subscription 
offered below, we will send you a copy of Value 
Line’s new 95-page Report on 75 stocks in the 
Aircraft and five other key industries—Auto, 
Agricultural Equipment, Auto Parts, Tire, and 
Truck. Among the stocks analyzed in detail are: 


Fairchild Stratos 
Studebaker-Packard 
Rohr Aircraft 

Piper Aircraft 

No. American Aviation 
General Dynamics 
Martin-Marietta 
General Motors 

Gar Wood Industries 
United Aircraft 


Boeing Company 
American Bosch Arma 
American Motors 
Beech Aircraft 

Bendix Corp. 

Cessna Aircraft 
Curtiss Wright 
Douglas Aircraft 

Ford Motor 

Republic Aviation 


Moreover, in view of what has just taken 
place in the market as a whole, we will send 
you—also without additional charge under this 
Guest Subscription—the new Value Line Sum- 
mary of Advices on 1,000 Stocks and 50 Special 
Situations. With this valuable guide, being re- 
leased this week, you can make an immediate 
check of every leading stock you are concerned 
about, as to its probable Market Performance in 
the next 12 months, its Appreciation Potenti- 
ality over the next 3 to 5 years, its Quality, and 


its current Yield based on estimated dividend 
payments in the year ahead. 

And for the special “‘guest” price of only $5 
you will receive (a) the next 4 weekly Editions 
of the Value Line Survey with full page reports 
on each of 300 additional stocks, (b) a new 
Special Situation Recommendation, (¢) Four 
“Especially Recommended Stock-of-the-Week”’ 
Reports, (d) Business and Stock Market Pros- 
pects (weekly), (e) List of Selected Stocks to 
Buy and Hold Now (weekly), (#) The Value 
Line Business Forecaster (weekly), (g) “What 
the Mutual Funds Are Buying and Selling,” (h) 
“What Company Officers and Directors Are 
Buying and Selling” (weekly), (i) Weekly Sup- 
plements, (j) Four Weekly Summary-Indexes 
including all changes in rankings to date of 
publication, and— 





(k) YOU WILL ALSO RECEIVE AT NO 
EXTRA CHARGE Arnold Bernhard’s new 
book, “The Evaluation of Common Stocks” 
(regular $3.95 clothbound edition published 
by Simon & Schuster). 











To take advantage of this Special Offer, 
fill out and mail coupon below 


Name____ 


Address 





City Zone State 





Send $5 to Dept. FB-190N 


THE VALUE LINE 


INVESTMENT SURVEY 


Published by ARNOLD BERNHARD & CO., Ine. 
The Value Line Survey Building 
5 East 44th Street, New York 17, N. Y. 











EXTRA 
INTEREST 


Earn from date funds received, even 
after 10th, when savings remain 
through end of quarter. Plus funds 
received by 10th earn from Ist. 

VE BY AIR MAIL « POSTAGE FREE 
Resources over $300 Million 


Reserves over $25 Million... more than 
TWICE Federal requirements 


Legal for pension, trust, church, founda- 
tion and corporate funds y¢ Founded 1920 


Member First Charter Financial Corporation 
with assets over $860 Million 

Member Federal Home Loan Bank System 
Mail Check or Request Financial Statement 


INTEREST PAID OR COMPOUNDED QUARTERLY 


MERICAN 
SAVINGS 


AND LOAN ASSOCIATION 


Mr. J. Kirkley, DEPT. 300 
210 E. PHILADELPHIA STREET 
WHITTIER, CALIFORNIA 





HOW A BONER 
HELPED ME EARN 
$15,000 


By a Wall Street Journal 
Subscriber 


One time a hotel porter delivered a 
copy of The Wall Street Journal to my 
room by mistake. 

Well, I looked at The Journal. For the 
first time in my life I began to under- 
stand why some men get ahead while 
others stay behind. I learned about the 
far-reaching changes taking place in 
America. I found out about new inven- 
tions, new industries and new ways of 
doing business that are helping ambitious 
men earn money. I sent for a year’s sub- 
scription to The Wall Street Journal and, 
believe me, it has paid off. Last year my 
income was $15,000. 

This story is typical. The Journal is a 
wonderful aid to men making $7,500 to 
$30,000 a year. To assure speedy delivery 
to you, The Journal is printed daily in 
seven cities from coast to coast. 

The Wall Street Journal has the largest 
staff of writers on business and finance. 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill 
you. Address: The Wall Street Journal, 
44 Broad St., New York 4, N. Y. FM 12-1 














TECHNICIAN’S PERSPECTIVE 


by JOHN W. SCHULZ* 


The Case of the Needy Foundation 


THERE IS, to my n-'nd, a never-ending 
fascination in the comeback possibili- 
ties of even the most stagnant cor- 
porations. Provided they are large 
and solvent enough, such companies 
are, for all practical purposes, im- 
mortal, even though they may be half 
dead. And as long as their common 
stocks continue to enjoy an active 
market, preferably on the Big Board, 
they can offer latent opportunities for 
speculation on renewed growth, often 
at prices far below intrinsic values. 
When the fundamentals and the tech- 
nical aspects of such situations tend 
to tell similar stories, I become in- 
tensely interested. 

By way of illustration, let me tell 
you something about S.H. Kress & Co. 
(about 23-24). As the reader prob- 
ably knows, Kress is one of our larg- 
est variety store chains. Twenty years 
ago or so, its stock held blue-chip 
status, but in recent years it has 
gone to seed. The company has lost 
its competitive position and many of 
its 261 stores are now too small or too 
poorly located for profitable opera- 
tion. From a level near $4 a share in 
the 1950s, reported operating net has 
dropped to a mere 19c for 1960. Divi- 
dends were finally omitted in mid- 
1960 and have yet to be resumed. 

And that is, I think, the crux of the 
story. There are about 2.4 million 
shares of Kress common outstanding, 
with some 45% reportedly held by 
members of the Kress family and by 
the Kress Foundation, a charitable 
institution. A foundation needs in- 
come if it is to function as intended 
by its founders. In this case, a large 
source of income—possibly the prime 
source—has dried up. So there is 
a compelling and continuing motive 
(which is not necessarily operative in 
other stagnant situations) to restore 


earning power. 

Conceivably, the 
Kress Foundation 
might instead pre- 
fer to diversify its 
holdings by dis- 
posing of all or 
part of its Kress 
stock. But there are probably severe 
inhibitions about doing so anywhere 
near current prices, which are barely 
more than half the stock’s reported 
net asset value of about $41.50 at 
the end of 1960. This figure repre- 
sents fixed assets carried in the bal- 
ance sheet at about $33 per share, 
plus something over $8 a share in net 
current assets. Moreover, the bal- 
ance sheet value of the fixed assets 
is presumably of some significance: 
Much of it may represent real-estate 
holdings, since about two-thirds of 
the stores are reportedly owned. 

These figures tend to suggest that, 
even in the absence of sustained earn- 
ings improvement, the risk of price 
shrinkage should be comparatively 
limited. At least I find it difficult to 
visualize much more than a 50% dis- 
count from net asset value, especially 
since this value has been pretty well 
maintained despite the persistent and 
radical drop in reported earnings. This 
fact can be attributed to a relatively 
more stable cash flow, which still 
seems to run at about $2 a share. 
In any case, there does seem to be 
some progress toward better results 
this year: a nominal profit was re- 
ported for the first half of 1961, vs. 
a deficit in the same period of 1960, 
and Street estimates look for 70c-75c 
a share net for the full year. 

The situation thus is a curious one. 
On the one hand, a substantial con- 


*Mr. Schulz is a partner in the New York 
Stock Exchange firm of Wolfe & Co. 
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trolling interest presumably is under | 


pressure to revitalize the business; | Are th eC stocks an d 
on the other hand, the availability of 
underlying values at a large discount 
is an open invitation for aggressive 
outsiders to attempt capturing controll. | O Nn S YO U Nn OW OW Nn 


But unless the foundation sells a large 
part of its holdings—which seems im- 


probable at going prices—hardly more oO 
than a substantial minority interest as QgOO as ese 4 

could be accumulated in the open 

market, because the publicly held 1.3 : 
million shares are distributed among — 

some 10,000 stockholders. The an- What additional stocks SECURITY 
swer to the problem may prove to be . 

some kind of merger (presumably at and bonds would it be ata 
higher prices) with an aggressively . : 
managed company in a related line wise for you to buy? 
of business, unless, of course, an 

internally generated rejuvenation 


program does take hold. Either way, THIS BOOKLET WILL HELP 


it seems to me, prospects for eventual 

fewnside risks in the lower 202 YOU DECIDE THESE QUESTIONS 
> schnics si ; » *k, 

as Satan neon ol Sooo. | gundam 


fundamentals. That is to say, there 
are some moderately constructive 
positive indications, while the much 
more favorable ones remain latent. 
Thus, on our Point & Figure chart, 
the October rally to 25 completed the Air Transport and Aircraft © Amusement ¢ Automotive © Banks 
price action since last March (col- Building ¢ Chemical ¢ Coal © Drug and Cosmetics © Electric Utility 
umns C to D) as a characteristic re- Electronics @ Food © Insurance © Machinery & Machine Tools 
versal base. Judging by the standards Merchandising ® Natural Gas ® Non-Ferrous Metals ¢ Textiles & 
of classic Point & Figure technique, Apparel @ Paper ¢ Petroleum © Photographic Equipment 
this small base reflects a supply-de- Publishing © Railroad © Savings and Loan Holding Companies 
mand situation theoretically capable Steel © Supermarkets © Tobacco 
of spawning an advance to 28. In : 
turn, a rise to 28, beyond the rally Security Buyer’s Review also gives facts about selected convertible and 
top of last January could be con- municipal bonds. 
strued as completing the price action You can look up the industries in which you own stocks in the 
from column B to column D as a Security Buyer’s Review, see what we believe is their outlook, and then 
larger reversal base yielding a theo- compare the stocks you own with our recommendations. If you conclude 
retical uptrend target at 36. = should exchange some of your holdings for other stocks—or if you 
It should be obvious that a push rave additional cash to invest—you’ll be interested in the 205 stocks 
beyond last year’s high (29) would Security Buyer’s Review recommends for different objectives: 24 for 
complete the entire price action since relative safety and income, 51 for income and appreciation, 69 good 
January 1960 as a still larger base quality stocks for capital gain prospects, and 61 stocks for speculation. 
structure with remarkably favorable, Be among the first to get this timely, comprehensive information. 
but possibly unrealistic, implications. Write today for a free copy of Security Buyer’s Review. For fast service, 
Nonetheless, it is a fact of some tech- address Department F, 
nical interest that since early 1960, 
within the 20-29 price range, roughly 
1.4 million shares of Kress stock have | Paine, Webber, 
changed hands, somewhat more than 
the total apparently in the hands of 
the public. Since the beginning of Jackson & Curtis 
March 1961 alone (i.e., in the price FOUNDED IN BOSTON-1879 
action from column C to column D), 
about 600,000 shares of stock were 
traded. So it should be reasonable to New York Boston Chicago Los Angeles 
assume that a considerable amount of 25 Broad Street 24 Federal Street 209S.LaSalle Street 626 S. Spring Street 
stock has moved into buyers’ hands Other Offices Coast-to-Coast 
near current prices and that, therefore, 


subsequent buyers may have to reach DOW THEORY LETTERS The Interim Technical Revie 


a . - wrough thoughtful appraisals of urrent & n 
up for additional supplies. Essen- by Richard Russell ticipated stock trends, using well-rounded approach. t 
. rit a elec vit . care nin ende o 
tially, I would treat this as longer- | Read by professionals and serious investors profecsionnt 4 —%. A ~~ ry a, 
~ . : | throughout the world. Send for brochure explain- lators. tMlustrated with elassie Point & Figure charts 
term speculation, but it may prove | | ing the Dow Theory, reprints of the author's Twice monthly, By subscription, moderate cost. Com 
. . 2 : four recent articles in BARRON'S, and a one- pamentary to active brokerage clients 
useful for traders as well, especially month trial subscription (4 issues), $1.00. WOLFE & Co. 


within the 1960-61 price range. (350.00 enneslly, Airmeiled.) &VA Members N.Y. Stock Exchange 
Dept. F, P.O. Box 15196, San Diego 15, Calif. ®) __ Dept. F-3, 72 Wall St. N.Y. 5 N.Y 





‘enter 1961 














Security Buyer’s Review analyzes the following 26 industries, tells about 
recent developments, and names stocks in each which we believe are 
attractive now: 


MEMBERS OF THE NEW YORK STOCK EXCHANGE 
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PLACE YOUR ORDER NOW FOR. 


BABSON’S 
STOCK & BOND 


FORECAST 
FOR IED 


Crucial decisions that may determine the 
future course of the world will be made 
by world leaders in the next 12 months. 
The investment decisions you make now 
could mean the difference between sub- 
stantial profits or heavy losses in 1962. 


Will the bull market continue? How will 
the mobilization program affect profits? 
What about foreign competition, excess 
profits taxes, consumer credit? Are your 
investments geared for progress in these 
challenging times? Should you now be buy- 
ing common stocks, bonds, preferred 
stocks, or adding to your reserve funds? 
Which industries promise the greatest 
profits in ’62, which will lose out? Will there 
be more inflation or higher interest rates? 


These questions and many others are 
answered in this Forecast by the Country’s 
oldest and largest Personal Investment 
Advisory Organization. 


HERE WHAT YOU WILL RECEIVE FOR ONLY $100 


@ THE STOCK & BOND OUTLOOK 


@ 8 STOCKS FOR INCOME & GROWTH 
Rated priority buys by Babson Research 
@ 6 STOCKS WITH SPECIAL APPEAL 
2 for appreciation 
2 low-priced speculations 
2 sleepers loaded with latent appeal 
& 5 SAMPLE BONDS 
: a guide for your individual selection 
@ 5 PREFERRED STOCKS 
for safety and income 
PLUS: A special report on Retail Trade. The 
prospects are good. Uptrends in consumer 


income and confidence will result in higher 
sales. Babson’s 3 best buys included. 


Place your order today with the confi- 
dence that only competent research and 
experienced counsel can bring you. Mail 
coupon with $1.00. We will send you 
Babson’s 1962 Stock and Bond Forecast 
immediately. 


Subscribers to Babson’s $156.00 Personal Investment 
Service recently received this Forecast 


Please send me at once Babson’s 1962 Stock & 
Bond Forecast. | enclose $1.00to cover printing 
and mailing 


NAME 





STREET 





CITY 





BABSON’S REPORTS Inc. 
Wellesley Hills 81, Mass. 
DEPT. F-130 


| World Bank was floated in Italy. 


OVERSEAS COMMENTARY 


Investing in Italy 


Tuts July a $25-million loan of the 
This 
is the first non-Italian loan issued in 
that country in over 25 years, and it 
is a tribute to the great economic 
strides of Italy and the financial so- 
lidity she has achieved. 

While there are signs that the very 
spectacular growth of the European 
Common Market countries has, for 
the moment, slowed down in momen- 
tum, this slowing down is least sig- 
nificant in Italy. All phases of 
production (with the exception of 
agriculture) during the first six 
months of 1961 showed an 8.6% in- 
crease in output. 

During the last ten years real in- 
come per person has increased around 
60°, and personal income for this 
year will probably increase more than 
it did in 1960. In spite of this great 
stride, inflationary pressure in the 
economy is negligible. To some ex- 
tent, this is due to the employment 
situation. Italy is the only EEC 
country where a problem of unem- 
ployment still exists, largely due to 
the great difference in conditions be- 
tween the industrial and prosperous 
North and the agricultural and pov- 
erty-stricken South. However, the 
government has done a great deal in 
planning new industries such as steel, 
petrochemicals and the like in the 
South, and the great discrepancy be- 
tween the two sections should be 
ameliorated in the future. 

The largest Italian industrial un- 
dertaking, and the only one listed on 
the New York Stock Exchange, is 
Montecatini. American Depositary 
Receipts of this company are cur- 
rently selling at around $35 to yield 
around 2.6% on last year’s dividend 
of 92c. The company is one of the 
leading European chemical concerns, 
with large interests in aluminum and 
non-ferrous metals. 

During the first six months of this 
year sales increased 22% with an in- 
crease in net profits of 37%. Earn- 
ings, however, are not impressive. In 
spite of that, the company should 
have good long-term possibilities in 
view of its position in the Italian 
economy and in the European Com- 


| mon Market. Future plans emphasize 


the plastic field. 
The name Fiat needs no introduc- 
tion in this country. The small, attrac- 


| tive and efficient little cars are quite 


well-known on our roads. The shares 
of this company are currently selling 


by GEORGE J. HENRY 


at $5.25 to yield 

2.6% on last 

year’s dividend of 

14c. Earnings 

are shown as a 

meager 18c per 

share, but Fiat 

has no con- 

solidated accounts, and even without 
being able to make an accurate esti- 
mate of what these earnings are, one 
can say very confidently that they 
are tremendously understated. Cash 
flow can be estimated at $1 per share. 
Last year the company produced 
530,000 cars, a gain of 100,000 over the 
previous year. With the general in- 
crease in the standard of living in 
Italy, this producer of low-priced 
cars can be expected to improve its 
sales position. Its outlook in the 
export field is also promising. 

Tourists in Milan leaving the stately 
doors of the Duomo can hardly miss 
seeing the great store of La Rinas- 
cente. This is the largest department 
store of the La Rinascente group, 
which has five ether large stores in 
the principal cities of Italy, as well 
as 83 variety stores (of the 5 & 10 
cent type) known as UPIM. It has 
recently acquired a small chain of 
supermarkets and plans to empha- 
size this side of the business. In ad- 
dition to the retail outfits, the com- 
pany has its own manufacturing 
facilities in women’s apparel. 

Since 1954 sales of La Rinascente 
have gone up from 30.8 million lire to 
10.4 billion lire (1,000 lire is equal to 
approximately $1.60 in U.S. cur- 
rency ), while the number of employees 
has increased during the same period 
from 5,500 to 10,400. Retailing in 
Italy is not yet on a modernized level. 
With the expected increase in the 
standard of living, the prospects in 
the retail business are generally rosy, 
and La Rinascente, with its facilities 
for reaching the masses of the people, 
should be in the forefront of this de- 
velopment. ADRs are traded over- 
the-counter in New York and are 
currently selling at around $8. Each 
ADR represents five foreign shares. 
Dividends last year were the equiva- 
lent of 5c per ADR. 

Olivetti is another name _ which 
needs no introduction, partly because 
of the popularity of its typewriters and 
partly because of its acquisition _ of 
Underwood about two years ago. 
Founded in 1908 as the first type- 
writer manufacturer in Italy, Olivetti 
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is today the largest business machine } 
maker in Europe. Its production in- | 
cludes calculating machines, account- | 


ing machines and integrated data 
processing units. Together with Ma- 
chines Bull of France, it is in the 
punch card business. 

The management of the Olivetti 
group is not only efficient, it is ex- 
tremely aggressive, and it is estimated 
that approximately 60°. of sales are 
in items which were not even manu- 
factured six years ago. The Olivetti 
group acquired a 70° interest in 
Underwood for approximately $18.50 
per share. This should turn out to 
be a good deal, both for Olivetti and 
for Underwood. While Underwood's 
losses have increased rather than de- 
creased since this acquisition, the 
reason is that nonrecurring expenses 
in the change-over of production 
facilities were extremely heavy. 

However, since the new Olivetti 
management has stepped in, factory 
costs have declined by approximately 
30°, and eight out of the 11 products 
Underwood used to market have been 
dropped. The manufacture of a num- 
ber of Olivetti products has been 
taken up by Underwood, owing to its 
merger with the former Olivetti 
American subsidiary, so that today 
Underwood must be considered an 
electronics company. The sales force 
has been increased and modernized, 
and it is expected that by the end of 
next year the losses Underwood has 
suffered will turn into profits. 

ADRs are traded over-the-counter 
in New York in the Olivetti preferred 
shares. This is not a preferred stock 
in the American sense of the word; it 
is an equity participation in the com- 
pany through a medium in which 
stockholders get certain preferential 
treatment by way of dividends, but 
lose full voting rights. 

The ADRs are currently selling at 
around $20 per share. Last year a 
dividend of 13c and a stock dividend 
of 10°% were paid out of published 
profits of approximately 23c. This is 
again a case in which profit figures 
are fantastically understated. A rea- 
sonable estimate of profits for this 
year is about 75c. Of course, Olivetti 
is still suffering from the heavy in- 
vestments it is making in Underwood, 
but it should show very good returns 
in the future. Profits of over $1 for 


1962 should be achieved, although it | 


is very doubtful whether anything 
like this figure will be shown in the 
published figures. 


In view of the “glamour” nature of | 


this stock, it can be regarded as a 
very reasonably priced electronics 
issue with world-wide potentialities. 


Olivetti should attract investors with | 
a taste for investments of this type. | 
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PRE-PUBLICATION TRIAL OFFER 


MOODY’S NEW YEAR PREVIEWS FOR 


Stock Profits 1962 


1962 will be a year of opportunity for investors. Business 
will be improving as we move into the new year. . . the 
best auto year since 1955 is coming up . . . demand for 
consumer goods will expand . . . profits are on the rise 

. bigger dividends are going to stockholders. 1962 
will reward judicious and informed investors. 


The most significant contribution in Moody’s New Year 
Previews is the screened selection of 30 stocks that offer 
the surest promise of growth over the next three to 
five years. 

The 30 companies are singled out because they possess 
the qualities that make for persistent forward thrust. 


For several years Moody's has devoted special electronic 
computer research to developing a set of tests of a com- 
pany’s forward momentum. These tests have reached a 
high degree of practical application. Results are presented 
in the 1962 previews. They may prove to be the best buying 
guides ever devised for true investors. 


4 SPECIAL PREVIEW SURVEYS: There will be 4 special 
New Year Preview Issues (starting December 4) which 
you are invited to accept on a money-back trial basis, and 
which will include: 

How to plan your common stock policy for 1962. 
(What changes would you be wise to make now?) 


30 securities with the greatest growth potential 
over the next 3 to 5 years. (These have been deter- 
mined by computer analysis coupled with Moody’s years of 
experience and study. They possess the combination of 
factors that make for enduring growth momentum.) 


107 selections for varied investment 
goals in 1962: 


13 Grewth-type stocks for in- 9 Stocks that have increased 
vestment dividends regularly. 

es  ~ eemae electric pow- 7 Evrepeen stocks. 

10 Cyclical issues having cur- 6 Stocks featuring new tech- 
rent vigor. nologies. 

12 “Geod-valve” investment 
favorites. 

15 Defensive commons with '5 Convertible issues. 
reliable 4% yield. 3 Planned portfolies for 
5 Tax-free-dividend payers. smaller investors. 


16 Regionally favored stocks. 


53 stock groups analyzed. 1962 outlook described. 
(Best stocks for quality, growth, special interest.) 


SPECIAL MONEY-BACK TRIAL OFFER. These four Pre- 
view Issues of Moody's Stock Survey will be useful guides 
throughout the year. They will also acquaint you with the 
high professional quality and competence of Moody econ- 
omists and analysts. You are invited to accept the 1962 
Previews with a five-week guest subscription to Moody’s 
Stock Survey. To start your trial subscription, simply 
attach your check for $5 to coupon below and mail today. 
You must be entirely satisfied or your money will be re- 
funded in full. 


oe ee oe oe oe CLIP COUPON AND MAIL TODAY som cee coe cee cee oe 


Moopy’s STOCK SURVEY 


Serving Investors Effectively Since 1909 FO-121 
99 Church Street New York 7, N. Y. 


( Check here if you want one year’s subscription for $144. 





P 


Current Annual Rate 


/asttteens 


ON INSURED SAVINGS 
IN CALIFORNIA 
« Interest compounded quarter- 
ly « Savings insured to $10,000 
by the Federal Savings and Loan 
Insurance Corporation + Funds 
postmarked by 10th of the month 
earn from Ist « Resources over 
$20 million + Airmail postage 
paid both ways » Founded 1927 
* FREE BOOKLET. .“‘How to Make 








Money Moving Your Savings to 
Southern California.’ of 


Colorful 
Desk-top 
World 
Globe 
Bank 

Open your 
savings account 


today... accounts to 
$50,000 invited 


Airmail 
funds to 


TRANS-WORLD 
SAVINGS tssccistion 


521 N. Euclid Ave. - Ontario 12Calif. 











One of New York's finer 
hotels — in exclusive 
Washington Square. 
Spacious single rooms 
from $10 daily. With air- 
conditioning from $12-$14, 
Lavish 2 and 3 room apts. 
with serving pantries. 
Substantial savings by the 
month or on lease. 
N. Scheinman, Managing Director { 
GR 3-6400 


24 FIFTH AVENUE at 9th STREET 


| MARKET PERSPECTIVE 


by ELMER M. SHANKLAND 


What Every Investor Should 
Know About Warrants 


| RELATIVELY little used by the average 


investor and perhaps understood by 
few save the more sophisticated, com- 
mon stock warrants are, nevertheless, 
one of the most potent of investment 
media. Intelligently used, warrants 
can provide spectacular gains in a 
rising market, and, at market peaks, 
can act as an effective “hedge” against 
possible reversals. 


Fabulous Gains, Steep Losses 


The market history of warrants is 
replete with instances in which fabu- 
lous profit possibilities were avail- 
able to astute investors. Alleghany 
Corp. warrants, for example, sold as 
low as 1% in 1953. By 1959 the war- 
rant had advanced to 12. During the 
same span of time, the common stock 
rose from a low of 3 to a high of 
15. In other words, for $1,000 com- 
mitted to these options in 1953, an 
investor by 1959 would have owned 
warrants whose aggregate value to- 
taled $8,000. An equal sum invested 
in the stock would have appreciated 
to about $5,000. 

R.K.O. warrants went from 6% cents 
to $13 in the four years between 1942 
and 1946. Accordingly, a $1,000 in- 
vestment would have swollen to an 
astronomical $208,000. In the same 
interval the common stock climbed 
from 24 to 28, or a total of $11,- 
200. Again, Tri-Continental warrants 
soared from a low of 2% in 1951 to 
a high of 43 in 1961. The common 
stock sold for a low of 105 in the 
earlier year and reached a high of 
51 this year. 

However—and make no mistake 
about this—investment in warrants is 
a two-way street. The market price 
of options can plummet precipitously, 
as well as soar astronomically. For 
example, while Kerr-McGee common 
dropped from 37 to 19 during 1957, 
for a loss in value of about 50%, the 
warrant plunged to a low of 6 from 
its issue price of 18, or a loss of over 
66%. A $1,000 investment in the stock 
would have slipped to around $500, 
but a like initial investment in the 
warrants would have dissipated to 
$333. 

The patient holder of the Kerr- 
McGee warrants was amply rewarded 
during the 1960-61 period, though; 
when the stock boomed from 18 to 


| 60, the warrant rocketed from around 


8 to 48. On the rebound, the common 


| gained 233%, but the warrant appre- 


ciated fully 500%. 
The history of this 
fairly good quality 
warrant = graphi- 
cally demonstrates 
the extraordinary 
volatility (and the 
potential) of warrants. 

While it is highly unlikely that 
anyone rode any of these cited war- 
rants from their lows to their peaks 
{to have done so would have vio- 
lated the most basic investment 
discipline—profit-taking), neverthe- 
less, many investors no doubt profited 
handsomely by getting in and out 
somewhere along the line. 

Because warrants can be used to 
“hedge” against market declines, they 
have been called “twin-edged” in- 
vestment tools. In periods of market 
uncertainty, liquidation of a com- 
mon stock position and reinvestment 
of only a portion of the proceeds in 
warrants will act to limit vulnerability 
to loss (because of the smaller sum 
of money invested), and yet keep alive 
the opportunity for strong gains 
should the market continue to rise. 


What A Warrant !s 


Stated simply, a warrant is a call 
upon a company to sell a specified 
quantity of stock at a stipulated price 
during a designated period of time. 

Warrants have no voting privileges, 
do not share directly in profits, and 
are completely without value at ex- 
piration. Some warrants have no ex- 
piry date and the option is effective 
in perpetuity. 

The particular appeal of the com- 
mon stock warrant lies in the fact 
that its market action, percentage- 
wise, is much more volatile than the 
behavior of the underlying common 
stock. The reason for the more rapid 
movement of the warrant than the 
common is that the common, as well 
as the company’s entire capitalization, 
supplies leverage for the warrants. 

Warrants have both a mathematical 
value and a theoretical value. The 
former is the relationship between 
the market price of the common and 
the price of the option. Thus, if the 
price of the common is 20 and the 
option price is 15, the mathematical 
value would be 5. 

In practice, however, evaluation is 
rarely so simple. The actual price of 
a warrant usually includes a pre- 

(CONTINUED ON PAGE 65) 
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ANOTHER MONEY-MAKING 
STOCK SWITCHING PERIOD 


Some stocks seem headed lower. Others appear poised for big new rises. 


Get Spear’s latest ratings at once on 529 Key Stocks and also 
our Report on 10 Stocks to Switch Into for Large 1962 Profits 


We believe that, after some consolidation, a new, strong recovery surge will get under way in many “profit- 
upswing” stocks. We recommend that every investor comb his list of stocks now and make BUY-HOLD-SWITCH 
decisions...to prevent losses, protect profits, and make new gains. To help you with these decisions, we have 
made careful “BUY, HOLD OR SWITCH RATINGS” on 529 key stocks. Of these issues we believe: 





ACF Industries 
Air Reduction 
Allegheny Lud. 
Allied Stores 
Aluminum Ltd. 
Amer. Airlines 
American Can 
Amer. Cyanamid 
Amer. Elec. 


Amer. Potash 
Amer. Radiator 
Amer. Smelting 
Am. Tel. & Tel. 
Amer. Tobacco 
Amer. Viscose 
Anaconda Co. 
Anchor-Hocking 

Glass 
Balt. & Ohio 
Beckman Instr. 
Bethlehem Steel 
Boeing Airplane 
Bohn Alum. 
Briggs & Strat. 
Budd Company 
Burlington Ind. 
Burroughs Corp. 
Canada Dry 
Canadian Pac. 
Carrier Corp. 
Case (J. 1.) 
Celanese 
Cerro Corp. 
Ches. & Ohio 
Chrysler — 
Cities Service 
Coca-Cola 
Colo. F. & |. 
Columbia Broad. 
Cont. Motors 
Cooper-Bessemer 
Crown-Zeller. 
Curtiss-Wright 
Douglas Aircr. 
Dow Chemical 
DuPont (E. 1.) 
Eagle-Picher 
Eastern Air L. 
Eastman Kodak 
Erie Lock 
Fairchild C&D 
Fansteel Met. 
Federated 

Dept. Stores 
Firestone Tire 
Foster Wheeler 
Fruehauf Trailer 
Gen. Dynamics 
Gen. Electric 


Am. Mach. & Fdry. 


GET NEW BUY-HOLD-SWITCH 
RATINGS ON 529 KEY STOCKS 


(Partial List Below) 


Gulf Oil 

Inland Steel 
Inter’l. Harv. 
Inter’!. Nickel 
inter’!. Paper 
int. T. & T. 
Johns-Manville 
Jones & Laugh. 
Jamesbury 
Kansas City So. 
Kennecott Cop. 
Lig. & Myers 
Lockheed Aircr. 
Lone Star Cement 
Lorillard 

Magma Copper 
Martin-Mar. 
Minn. Honeywell 
Monsanto Chem. 
Montgomery Ward 
Motorola 

Nat. Cash Reg. 
National Dairy 
National Gypsum 
N. Y. Central 
Northern Pac. 
Northrop Corp. 
Norwich Pharm. 
Olin Mathieson 
Outboard Marine 
Pennsylvania R. 
Pepsi-Cola 
Pfizer (Chas.) 
Phelps-Dodge 
Philco Corp. 
Phillips Pet. 
Pittsburgh Stl. 
Procter & Gam. 
Radio Corp. 
Rayonier 
Raytheon 
Republic Steel 
Revere Copper 
Reynolds Metals 
Reynolds Tob. 
Royal-McBee 

St. Regis Paper 
Schenley 

Sears Roebuck 
Sherwin-Will. 
Sinclair Oil 

So. Pacific 
Southern Ry. 
Sperry-Rand 
Standard Brands 
S.0. New Jersey 
Sunray-Mid C. 
Thomp. Ramo W. 
Timken Rol. B. 
20th Cent.-Fox 





119 SHOULD BE SWITCHED AT ONCE * 240 MAY BE HELD FOR NOW 


Stock 


170 ARE “BUYS”...10 ARE SPECIAL “BUYS” 


Handsome gains could have been made by smart stock switching in the past, such as 
in the summer of 1956, spring of 1958, fall of 1959, and fall of 1960. Of course, no 
one could have timed these periods exactly, and we do not mean to imply that the 
examples below were specific Spear recommendations. We show them to illustrate an 
investment policy which every investor seeking large capital gains should follow. 


EXAMPLES OF POSSIBLE PROFITS THRU SWITCHING 


In mid-winter 1959-1960 the market failed to make a new high above its level in July of 
that year, and fundamental weaknesses appeared in a number of basic industries. This 
was a time to switch out of cyclical stocks and into defensive-type non-cyclical special- 
ties and good growth situations—to save gains, prevent losses, and make new profits. 


Five Early 1960 “Switch OUT" Stocks 


1/60 


10/60 


% Change 





Chemetron 

Colo. Fuel & tron 

Mack Trucks 

Reynolds Metals 

Western Airlines 
Ave. Change 


27% 
32 
49 
66 
33 


182 
16 
31% 
39 
19 


—32.7% 
—50.0% 
—35.7% 
—40.9% 
—42.4% 


—40.3% 


Stock 1/60 10/60 


Five Early 1960 “Switch INTO” Stocks 


% Change 





Amer. Chicle 51 
Burry Biscuit 7% 
Corn Products 52% 
Mead Johnson 64 
Proc. & Gamble 86 
Avg. Change 
Net gain by switching 


65% 

15% 

65% 
130 
118 





+ 2B4% 
+ 96.8% 
+ 24.8% 
+103.1% 
+ 37.2% 


+ 58.1% 


+ 9B4% 


In mid-winter 1960-1961 it became apparent that profit margins were being hurt in certain 
industries and that others could forge right ahead as a result of high-consumer income and 
effective merchandising. Here are examples of profitable early 1961 switching. 


Five Early 1961 “Switch OUT" Stocks 


Stock 


1/61 


11/61 


% Change 





American Cyanamid 46 


Bethlehem Steel 
Dow Chemical 
Sperry Rand 
Western Union 
Avg. Change 


42 
73 
222 
43 


45 
41% 
73% 
24 
41 


—2.1% 
—0.6% 
+0.3% 
+6.7% 


—4.6% 


—0.1% 


Stock 1/61_ 11/61 


Five Early 1961 “Switch INTO” Stocks 


% Change 





Hunt Fds. & Ind. 
Inters. Dept. Strs. 18% 39 
Purex Corp. Ltd. 39% 75% 
Reynolds Tobacco 47 81 
Vornado 14 32 
Avg. Change 
Net gain by switching 


38% £67 





We believe stock prices will diverge very widely in 1962. Also, 
that investors can make very large gains by selling some stocks 
and buying others. Finally, we believe that you should act now! 


+ 74.0% 
+113.7% 
+ 91.1% 
+ 72.3% 
+128.5% 
+ 95.9% 
+ 96.0% 


$ 

1 SPECIAL OFFER Get Spear’s new Buy-Hold-Switch Ratings, plus our new Report 
“10 Stocks to Switch In for Large 1962 Profits’’...with a 2-week trial subscription to the 
weekly SPEAR MARKKET LETTER, for just $1. Send coupon today. 


SP1-50M 


SPEAR & STA FF INC. Babson Park, Massachusetts 


() Check here if you prefer a 3-months’ trial 
at special rate of $20 (Regular rate $25) 


General Foods 
General Motors 
Gen. Refract. 
Gen. Telephone 
Geo.-Pac. Corp. 
Gillette Co. 
Goodrich (B. F.) 
Goodyear Tire 
Gr. North. Ry. 
Grumman Air. 


Union Carbide 
United Air L. 
U. S. Gypsum 
U. S. Rubber 
U. S. Steel 
Warner Bros. 
West’h’se A.B. 
Westinghouse 
Yale & Towne 
Zenith Radio 


Yes, here is my $1. Send me at 
once your Buy-HoLp-SwITcH 
RATINGS on 529 Key Stocks and 
the Report on “10 Stocks to 
Switch Into for Large 1962 
Profits” with a 2-week trial sub- 
scription to the weekly SPEAR 
MarKET LETTER. 


These offers open to new readers only 


Street 





City. . 








NATION'S 
LARGEST 
FEDERAL 


SAYINGS 
ASSOCIATION 


1 
pays you Aix on savings | 


DIVIDENDS PAID QUARTERLY at 4'4% cur- 
rent annual rate « World-wide savings service for 
180,000 individuals, corporations and trusts in 50 
states, 76 foreign countries « Same, sound manage- 
ment policies since 1925. Assets over $690 million « 
Accounts insured by Federal Savings & Loan Insur- 
ance Corp. « A man and wife, with 2 individual 
*.counta and 1 joint account, can have up to 
$30,000 in fully insured savings « Funds received 
by 10th, earn from lst. « We pay air mail both ways 
* Mail check or money order with coupon below. 


CALIFORNIA FEDERAL SAVINGS 


and Loan Association - Head Office: 611 Wilshire, L.A.17 


REE FINANCIAL GUIDE: ° 


The California Story” contains experts’ idecs on 
Saving Money 


iovesting in homes, insurance, stocks. Other exciting features! 


California Federal Savings & Loan Assn 

Box 54087, Terminal Annex, Los Angeles 54, Calif 
Please send free ‘The ions Story’ and 
Cal Fed MAIL-SAVER@® [0: 


Name 


Address —___ 


OD ittinns 


Zone ____ State ‘ = 


Pcs See 





r— 


Ty. ROWE PRICE | 
GROWTH STOCK 
FUND, INC. 


BALTIMORE, MARYLAND 





OBJECTIVE: Possible iong term growth 
of principal and income. 

OFFERING PRICE: Net asset value. 
There is no sales load or commission. 

REDEMPTION PRICE: Net asset value 
less 1%, 


Prospectus on request 


Dept. B 
10 Light Street Baltimore 2, Md. 
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merican 
inc lead & smelting co. 


Dividends on Common Stock 
The Board of Directors of American Zinc, 
Lead and Smelting Company on November 15, 
1961 declared a cash dividend of 12%¢ per 
share on the common stock of the corporation, 
payable December 20, 1961 to stockholders of 
record at the close of business on November 27, 
1961 
The Board of Directors \. 
1961 also declared a 3% stock dividend on the 
common stock «f the corporation, payable 
December 28, 1961 to stockholders of record at 
the close of business on November 27, 1961 
W. J. Mattuews, Jr 
Vice President and Ty 


m November 15 


casurer 














| unique about Ivest Fund, 


ee RS 


New Funds: 
YOUTH MOVEMENT 


IN MOST respects, there is nothing 


the new 


| mutual fund based in Boston which 


started offering shares last month: 

eLike two dozen others in the 
field, Ivest is a no-load fund, charg- 
ing no sales or redemption fees. 

eLike Oppenheimer and others, 
Ivest’s investment policies permit it 
to borrow money to take on leverage 
(and added risk) in pursuing long- 
term capital gains. 

eDepending upon whether the net 
asset value of fund shares exceeds, 


| equals or falls below the Dow-Jones 


| shares 


industrial average, Ivest’s manage- 
ment fee will range from a maximum 
of 1% of total assets to a minimum of 
0.25%. But although norraal fund 
practice is to charge a flat 0.5%, not 
even this is unique. The two no-load 
funds run by New York’s Imrie de 
Vegh also pay management fees on 
an incentive plan based on Dow-Jones. 

But in one respect, Ivest is entirely 
unique. Not one of its officers is over 
30 years cld, and thus its management 
is far and away the youngest in the 
business. 

Four Boston security analysts— 
William Thorndike, 28, Robert Doran, 
#8, Stephen Paine, 29 and George 
Lewis, 30—started Ivest merely as a 
private investment club back in Jan- 
uary 1959. “We managed our club 
over breakfasts and dinners,” says 
Thorndike, now president of Ivest, 
“but it grew to a size where we either 
had to abolish it or quit our jobs to 
manage it.” The four quit their jobs, 
started the fund along with a per- 
sonal investment counsel firm. 

Will their vouth be a hindrance in 
a business where experience is so 
highly prized? “Because so few young 
men entered the financial community 
in the Thirties and Forties,’ says 
Thorndike, “responsibility has to be 
given to young men now.” 


Regulation: 


WISCONSIN SHOW DOWN 


Few states in the union have made 
life tougher for mutual fund saics- 
men than Wisconsin. In the six years 
Edward Samp policed the sale of fund 
as Wisconsin’s director of 
securities, Samp enforced two espe- 
cially galling restrictions on the funds: 

1) No fund with less than $5 mil- 
lion in total assets could sell shares 
within the state. 


2) No fund could charge more than 
a 7.5% sales commission. 

But Samp’s term of office expired 
last May. Last month his successor, 
John Kyle, held hearings to deter- 
mine whether the rules ought to be 
changed. Among the petitioners 
arguing for a boost in the maximum 
sales load to 8.5% was Boston’s big 
Vance, Sanders, which distributes 
Massachusetts Investors Trust and 
other funds. But high-powered dis- 
tributors weren’t the only ones. A 
Sheboygan accountant, Daniel Merkel, 
testified that friends and employees 
of his had begun accumulation plans 
in Massachusetts Investors Growth 
Stock Fund back in the 1950s, when 
the sales load was only 7.5%. After 
the fund raised the load to 8.5% last 
April, complained Merkel, they were 
forced to stop buying shares. 

With total assets of just over $1 
million, Consumers Investment Fund 
of Washington, D.C., argued that the 
ban on funds smaller than $5 million 
in assets was unconstitutional. 

Interested Bystanders. An emphati- 
cally interested bystander at the pro- 
ceedings before new Director of 
Securities Kyle was his predecessor, 
Edward Samp. On the question of 
banning the sale of shares in small 
funds, Samp said: “Management fees 
proceeding from any fund with less 
than $5 million in assets are too paltry 
to insure good management.” As for 
the desirability of raising the sales 
load, he snapped: “All you have to do 
is analyze what these fund 
are making at 742%.” 

But privately, many fund men were 
distinctly optimistic about their 
chances for getting at least a boost in 
the permissible sales load. 

Kyle promised his decision 


people 


“soon.” 





FUNDS 
VS. THE MARKET 





10 Leading Stock Fund 


\ 


on 


y ey 
Standard & Poor 500 


(ly. %, 





7 
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10 Leading Balanced Funds 


1957=100 


Indexes use weekly closing prices 

Fund indexes assume reinvestment 

of capital gains at net asset value. 
biitiitiitiny 
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Put yourself in the 


DIVIDEND NOTICE 


FLORIDA POWER & LIGHT 
COMPANY 


P.O. BOX 1-3100 « MIAMI, FLORIDA 


A quarterly dividend of 28c 
per share has been declared 
on the Common Stock of the 
Company, payable December 
15th, 1961 to stockholders of 
record at the close of business 
on November 24th, 1961. 
ROBERT H. FITE 
President 


..- and 

Florida offers 
industrial “site”- 
seeing, too, for 
business and 
industry. 











Public Service Electric 
and Gas Company 


NEWARK.N. J. 


= 


QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending Decem- 
ber 31, 1961: 


Class of 
Stock 




















Dividend 
Per Share 
Cumulative Preferred 
4.08% Series 
4.18% Series 
4.30% Series 1.075 
5.05% Series . 1.2625 
5.28% Series .... 1.32 
$1.40 Dividend 
Preference Common . 35 
55 


All dividends are payable on or 
before December 21, 1961 to 
stockholders of record Novem- 


ber 30, 1961. J. InvinG KIBBE 
Secretary 


. $1.02 
1.045 





: PUBLIC SERVICE 


CROSSROADS OF THE EAST 
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Portfolios: 


RIGHT PLACE, RIGHT TIME 


IF EVER a group of mutual funds was 
clearly in the right place at the right 
time, it was the group specializing in 
the stocks of insurance companies this 
year. Amid all the mixed trends in 
the 1961 stock market, few groups 
have done as consistently well—at 
times spectacularly so—as insurance 
stocks. Accordingly, not even the 
fastest growing of diversified growth 
funds this year have matched the 
growth in net asset value per share 
shown by the fastest moving non- 
diversified insurance specialists. (For 
a sampling, see table.) 

Overdue. To the men who run the 
specialized insurance mutual funds, 
such growth has been a long time 
coming. In the late 1950s, insurance 
companies were under something of a 
cloud in the stock market because 
of uncertainties surrounding their tax 
liabilities on underwriting profits. No 
sooner had these cleared up than in- 
surance stocks felt the general bear- 
ishness of the 1960 stock market. “All 
this time,” says Robert A. Love, presi- 
dent of Capital Life, which with $61 
million in total assets is one of the 
larger insurance funds, “many of these 
insurance companies were showing 
higher growth rates than IBM.” 

Understandably, Love likes the out- 
look for insurance company stocks. 


' But whether per-share asset.. values of 


insurance stock mutual funds can pos- 
sibly keep up so fast a growth pace 
is, of course, a moot point. But there 
was nothing debatable about the sales 
value of this kind of performance 
record. After years of mostly fol- 
lowing the pattern of all mutual 
funds, sales of shares in insurance 
stock funds have broken ahead spec- 
tacularly. So far this year, for ex- 
ample, sales of Boston-based Century 
Shares, the oldest and largest (total 
assets: $105 million) of the dozen or 
so in the field, have been running at 
a rate 260° ahead of last year while 
sales of the fund industry as a whole 
are ahead 36%. 





FAST MOVING SPECIALISTS 


1961 
GAIN IN 
PER SHARE 
Fund NET ASSETS* 


Life Insurance Investors 85.5% 
Capital Life 70.2 
Century Shares 51.4 
B.C. Morton Insurance Series 49.7 


Average of major diversified 

growth funds 28.0 

*All figures as of October 31, adjusted for 
capital gains distributions. 

tPutnam, Fidelity Capital, Wellington Equity, 
Keystone K-2. 








EARNINGS 


OPEN YOUR ACCOUNT NOW 


SAVE BY MAIL + AIR POSTAGE PAID BOTH WAYS 


% Each account insured to $10,000 by U. S. 
Government agency, Washington, D.C 


Resources over $130 million 


Reserves over $11 million, more than TWICE 
legal requirements 


Legal for pension, trust, church, guardianship, 
foundation and corporate funds 


Perfect record of withdrawals and interest 
payments since our founding in 1885 


Funds postmarked by 10th of month earn 
interest from Ist 


MAIL CHECK TO OPEN ACCOUNT 


HOME MUTUAL 
SAVINGS 


AND LOAN ASSOCIATION 
DEPT. L-20, 120 KEARNY ST., SAN FRANCISCO, CALIF 


MEMBER FEDERAL HOME LOAN BANK 


ONE STOCK 
DUE FOR A RISE 


if we could advise but a single stock this growth situa 
tion would be it. And now is the time to buy it. In a 
steep up-trend with good sponsorship (the Funds are 
buying), this explosive N. Y. Exchange issue may offer 
you rapid gains this year and next. We picked this 
stock from 380 candidates while looking for an issue 
to match the profits ($1000 in 1958 to $3000 in 1961 
offered by Litton Industries. You'll see this potential! 
1962 leader featured as the “Chart of the Week 
in our latest weekly report which you may receive by 
sending $1 (new readers only) for a 3 week guest sub 
scription to The Trend Analyst letters. Also as a bonus 
you will receive a special report ‘“‘Seven Rules For 
Buying Stocks’’ which tells how we picked this fea 
tured stock. Mail this ad with your name and address 
and $1 today to: 
THE TREND ANALYST 0" 2185, Dept. Fs 
Glendale 2, California 





TEXAS PACIFIC COAL AND OIL COMPANY 
ee 
o* *e, 
7 
Cash Dividend 
No. 209 
December 1, 1961 





a7 
¢ 
“ans?” 


At the regular monthly meeting held October 
27, 1961, the Board of Directors declared a | 
regular quarterly cash dividend of 30 cents a 
| share, payable December 1, 1961, to share- 
| holders of record at the close of business 
November 9, 1961. 


a By J. I. Norman, Secretary 














READERS SAY 


(CONTINUED FROM PAGE 6) 


will lose you another old-time subscriber. 
The Kennedy Administration is promot- 
ing ruinous inflation with its wild, un- 
necessary socialistic spending. 

—James H. MILLHOLLAND 
Wynnewood, Pa. 


Sir: Your editorial supporting a Presi- 
dent and his Administration that is 
against individual freedoms as well as 
business freedoms as clearly indicated 
by his actions and policies so far is 
shocking. Cancel my subscription. 

—JameEs RICE 
Spokane, Wash. 


Directors’ Compensation 


Srr: I read with interest the article 
“Underpaid Brass” (Nov. 1, p. 13)... . 

In the article AMF is included in the 
group of companies which paid outside 
directors $100 or less per meeting. That 
statement is correct as to the fee paid for 
each meeting attended, but it does not 
tell the complete story; two serve as 
members of the Executive Committee of 
the board for which they receive $5,000 
a year. 

Outside directors also serve in various 
other capacities. . . . The fees paid them 
are based on the overall time each would 
have to devote to both the meetings of 


the board and other activities for the 
benefit of the company. 
—MorEHEAD PATTERSON 
Chairman, 
American Machine & Foundry Co. 
New York, N.Y. 


Sir: Your story conveys .. . the sig- 
nificant point that “outside” directors 
are, by and large, undercompensated. .. . 
“.. . Basically, the company’s objective is 
to make money, and it is the respon- 
sibility of the directors to guide the 
company’s affairs in such manner as to 
attempt to achieve that objective.” ; 
If the “outside director” is to perform 
his duties adequately, his burdens are 
great, and the compensation he normally 
receives is a pittance compared with the 
time and effort he must devote. . . . 

—MortTImMer FEVER 
New York, N.Y. 


Mr. Feuer is the author of Personal 
Liabilities of Officers and Directors 
(Prentice-Hall, 1961)—Eb. 


Sm: A good member [of the board] 
is easily worth being well paid if he is 
capable and does a good job—devoting 
the necessary time to study and consider 
corporate matters. ... 

—T. Davin ZUKERMAN 
San Francisco, Calif. 


His Favorite Museum 


Sir: Speaking of museums (Nov. 1, p. 
5), what about the one Julius Rosenwald 





Since November 26, 1959—Dow Jones Industrial Average Up 8.3% 


founded and endowed in Chicago? It’s 
the Museum of Science and Industry, 
housed in a Grecian temple restored from 
the World’s Columbian Exhibit of 1893. 
Inside is an educational radio station, 
and outside the only German sub cap- 
tured in World War II. 

—ALAN D. WHITNEY 
Winnetka, Ill. 


Delightful as it is, Chicago’s Museum 
of Science and Industry wasn’t included 
in our Side Lines because it is supported 
in part by tax revenues. We were talking 
about privately supported museums—Eb. 


Estate Planning 


Str: Your article on estate planning 
(Nov. 1, p. 25) is one of the best that 
has been written. You deserve a bouquet 
—if you were here, I would give you 
some camellias! 

—A.D. McIntyre Jr. 
Mobile, Ala. 


Str: Re estate planning through gifts 
of stock: DO NOT do this without the 
advice of competent tax and accounting 
counsel. There are, in the tax laws, some 
brief paragraphs which can, at the death 
of a major stockholder of a closely held 
corporation, sink a family business into a 
sea of bankruptcy. 

There is an “escape hatch” .. . but it 
MUST be planned for while the major 
stockholder is still alive. 

—Mary B. Crowe 
Portsmouth, Ohio 





DOW JONES OUTPERFORMED MORE THAN 12 


$250 MONTHLY INVESTMENT ACCOUNT 


10/23 /61 


My $250 Monthly Investment Account Up 141.7% 


HERE'S HOW | DO IT! By devoting my full time to hunting outstanding 
profit opportunities with /ow downside risk. 1 seek these opportunities in 
little-known companies throughout the United States whose stock is 
usually sold over-the-counter, companies | believe to be on the verge of 
wide recognition. Some are leaders in rapidly expanding industries that have 
not been widely publicized to investors. 


Detailed reports on recommendations are based on thorough investigation, 
including personal on-the-scene interviews with corporate officials. 


LET'S LOOK AT THE RECORD. The list on the right is a complete report of 
actual transactions made in my $250 monthly investment account since 
November 20, 1959. Subscribers received full reports, as you will, indi- 
cating my intentions to buy or sell and giving reasons im time for you to 
make transactions at approximately the same prices. 


HERE'S WHAT YOU GET! Not only monthly reports of the progress and 
status of my Regular Monthly Investment account which you can follow, 
investing $250 monthly or /ess, but also revealing reports on my $50,000 
Capital Gains Account: Regular Monthly Detailed Reports on selected 
growth situations, Current Purchase and Sale Recommendations, Com- 
ments and Follow-up on Previous Recommendations and—when indi- 
cated—Interim Reports sent on a ‘‘flash’’ basis. 


REMEMBER ... MY OWN MONEY BACKS UP EVERY RECOMMENDATION | 
MAKE. The Coupon brings you the complete service for three months as a trial for only $5. 


West Coast Growth Situations F-12-1 
William F. Crawford Investment Reports * 36 Tappan Road, San Anselmo, Calif. 
(This offer applies only to new subscribers) 
NAME 





Address__. 


Bill me $5 for 3-months 
trial subscription 





‘a Enclosed is my check for $5 for 
4-month trial subscription 


60 


PORTFOLIO 10/23/61 


Wayne Manufacturing 
Pacific Veg. Oil 
Eichler Homes 

J. Magnin 

Chic. Musical inst. 
Palomar Mortgage 
Lasco Industries 
California Financial 
Trans-Worid 
Mattel, Inc. 
Palomar Mortgage 
Linair Engineering 
J. C. S. Electric 
Simon Hardware 
Pacific Veg. Oil 

E. F. MacDonald 

E. F. MacDonald 
Marrud, Inc. 

World Color Press 
Marrud, Inc 

World Color Press 
Onyx Chemical Co. 
Arian's Dept. Stores 


Purchases 


Date 
11/23/59 
3/14/60 
6/27/60 
7/11/60 
7/27/60 
9/26/60 
10/10/60 
10/31/60 
10/31/60 
1/16/61 
2/20/61 
3/13/61 
4/10/61 
5/22/61 
6/5/61 
5/31/61 
6/1/61 
7/3/61 
7/20/61 
7/31/61 
8/28/61 
8/28/61 
10/2/61 


Bid or Last % Gain 
Price (Loss) 
16% 914%H 
36% 139.4 
7% 7.0 
32% 21.9 
167.5 





COMPLETED 
TRANSACTIONS 
Financial Fed. 
Sheraton $25 Wis. 
Shasta Water 
Chic. Musical inst. 
Gt. No. Gas B W's. 
Lasco Ind. 

Trans- World 
Mattel, inc. 
Palomar Mortgage 
Calif. Financial 
Palomar Mortgage 
Mattel, inc. 
Nevada Nat. Gas 
E. F. MacDonald 


Purchased 


Date 
12/59 
1/60 
4/60 
7/60 
2/60 
10/60 
10/60 
1/61 
5/60 
10/60 
9/60 
1/61 
2/61 
5/61 


Shares Price 
27% 


19.4 
136.1 
194.5 
145.8 
196.0 
124.0 
200.0 
270.4 

45.3 


39% 103.8 





CONCLUSIVE RESULTS 
Market Value of Portfolio 10/23/61 


invested to date ($250.00 per month x 24 mos.) 

















Total Gain to date 


$14,500 
6,000 


$8,500 or 141.7% 
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Books reviewed in this column are not obtain- 
able from Forbes, but may be purchased from 
your local bookseller or direct from the publisher. 


Morcan’s Raw. By Allan Keller. Bobbs- 
Merrill, New York, N.Y. $5. 

A rip-roaring ride through the Middle 
West with one of the Civil War’s most 
daring cavalrymen, Confederate General 
John Hunt Morgan. Morgan's 2,000 raiders 
left a 1,000-mile swath of burning depots 
and warehouses, torn up bridges and 
railroad tracks behind them. Using hit 
and run tactics and such tricks as tapping 
the Union telegraph wire to give false in- 
formation of his whereabouts, Morgan 
kept 12,000 Northern militiamen at bay 
for nearly a month. Finally trapped and 
his force destroyed, Morgan later engi- 
neered a dramatic escape from a North- 
ern prison. 


CHILDREN OF THE ASHES: THE STORY OF 
A ResirtH. By Robert Jungk. Harcourt, 
Brace & World, New York, N.Y. $4.95. 

Sixteen years after the bomb, Hiro- 
shima is a prosperous center of industry, 
but, says the author, problems. still 
plague the bomb’s survivors. They find 
it difficult to marry; outsiders fear their 
genes may be damaged. Most don’t want 
to marry anyway, or form any sort of 
attachment. Often scorned as “profes- 
sional survivors,” some turn to crime. 
The author quotes one survivor, now in 
prison, recalling the day the bomb 
dropped: “Crowds of maddened people 
were running like demented lemmings, 
trying to get across the river. They were 
screaming, and it sounded like one enor- 
mous voice.” 


Biues Fett TH1s Morninc: THE MEANING 
Of THE Buiues. By Paul Oliver. Horizon 
Press, New York. N.Y. $4.95. 

Mr. Oliver is an Englishman who has 
studied his subject, the “blues,” for 
twenty years. Here he records the history 
of this special brand of American music 
which, he contends, is the continuous 
adaptation of words and music to the 
changing feelings of the singer. Contrary 
to popular belief, says he, the blues are 
not expressions of regret for lost loves, 
but rather the day-to-day collective 
emotions of the American Negro. 


But Not in SHAME: THE Six MontTHs 
Arter Peart Harsor. By John Toland. 
Random House, New York, N.Y. $6.50. 
Toland traveled 100,000 miles through 
eight countries and interviewed 800 
people to get this vivid, and often de- 
pressing, story of America’s war efforts 
in the six months immediately after 
Pearl Harbor. Here are tired, out- 
numbered and under-supplied American 
soldiers and sailors falling back before 
the Japanese onslaught. The book con- 
cludes with the Battle of Midway. The 
title comes from General Jonathan Wain- 
wright’s final message from Corregidor 
to President Roosevelt: “With broken 
heart and head bowed in sadness but 
not in shame, I report to Your Excel- 
lency that today I must surrender the 
fortified islands of Manila Bay.” 


FORBES, DECEMBER 1, 1961 


Special Research Bulletin 


The Path To Profits In 


LOW PRICED STOCKS 


With luck, hit or miss investing may work out for awhile, but over an extended period luck alone wil! 
fail to sustain investors in the stock market. And now Investors Research has published a special 
bulletin designed to help you on your way to more successful investing 


SPECIAL OFFER: Send just $1 and we wil! airmail you 
@ Our Special Bulletin “‘THE PATH TO PROFITS IN LOW PRICED STOCKS”’ 
@ A full 5 week trial to the Complete I. R. Service including 
@ Weekly Market Analysis Report e Weekly Report on Projected Values 
e Weekly Stock Analysis Report e Monthly Industry Group Analysis 
covering over 600 stor «s 


ACT NOW: Offer limited to new trial subscribers only. Mail $1 today 


---~~ INVESTORS RESEARCH” - 


Company (Dept. F-112) - ; ; 
, 7 7 ease airmail specia repor 

922 Laguna Street ; enter 5 week trial subscription 

Santa Barbara, Calif. closed is $1 

Name 


Address 
*Serving Investors in 50 States and 20 Foreign Nations. 


HIGH EARNINGS-—INSURED SAVINGS 
FREE GIFT 


Handsome desk-top World globe 
bank. Attractive colors. Take advan- 
tage of higher earnings from World 
Savings. Open your insured savings 
account now. Accounts up to $50,000 
invited 


INSURED SAVINGS 


* Dividends compounded quarterly «+ Resources now over 
$70 million « Savings accounts insured to $10,000 by the Fed- 
eral Savings and Loan Insurance Corporation + Air mail postage 
paid both ways « Main office: Lynwood, California + Savings 
postmarked by the 10th of the month earn from the Ist of the 
same month. 


Air mail funds to: Wilshire Office of 


WORLD SAVINGS f3sccisiion 


1926 Wilshire Bivd., Los Angeles 57 -J, California 


CURRENT ANNUAL RATE 











12 LEADING TECHNICAL ROWE PRICE 


EREND INDICATORS NEW HORIZONS 


added to its regularly published reports oa 
weekly supplement which covers point and fig FUND INC. 
ure analysis of all the leading technical trend ? 
indicators. The chart of each indicator is pre- " . 
sented in clear, easy to read, point and figure OBJECTIVE: Growth of capital through in- 
style with a brief explanation on the inter- vestment in a speculative portfolio con- 
pretation. teat : : 
The indicators covered by the weekly sup sisting primarily of common stocks. 
I ft : 
PT. Dd Industria! Index OFFERED AT NET ASSET VALUE: There is no 
. DJ Rail index sales load or commission. 
: al 500 Average 
. rron's Confidence Index tat 
° tae Geleed Gaemee Seden A Prospectus explaining how shores moy 
. High Low Index be purchased and at what time they 
° oasne | a eee will become redeemable may be ob- 
S jance Index : 
Go peKf-y * tained from the Fund. 
10. Breadth of the Market (issues traded) 
11. Disparity index 
ne ee Rang we Confidence a Rowe Price New Horizons Fund, Inc. 
six week trial to the artcratt ervice, . 
covering over 700 stocks listed on the big 10 Light Street, Dept. B 
board, costs only $10. You get a Chart of the Baltimore 2, Maryland 
Week, as well as buy, sell and stop loss points 
on all stocks. With your six week triol we will 
also send you by Ist class mail, absolutely NAME 
free, the classic book in the Point and Figure 
field—The Chartcraft Method. Send your check 
today to Dept. F-36 


CHARTCRAFT, INC. 


Larchmont, N. Y. | | ADDRESS 
































FP | HOOPER 
A | (CONTINUED FROM PAGE 50) 
| 


AMERICA’S FIRST TOBACCO MERCHANTS + ESTABLISHED 1760 Thus far my rather brave pattern 


of market behavior, outlined in the 
October 1st and subsequent columns, 
— =— -_ has been working out about as proj- 
7 | ected. We have been having the 
NEW PUR “near-term” rise to the 740-750 area 
(or higher) in the DJ industrials. ; It 
—_—, XC i remains to be seen, of course, whether 
—) =— = : : ‘ S : : ? 
P . this rise will be followed sometime 
—— - ; next year by a decline larger than 
ai - = that of any experienced in the past 


19 years. 

DIVIDEND NOTICE Just how much would the DJ in- 
Dividend of $1.75 per share on the Preferred Stock of P. Lorillard Company, elias 7. Ji + ed 
which otherwise would be payable on the first business day in January, 1962, — -_ . Poon —- 2 a f 
by way of anticipation has been declared payable December 18, 1961, to the biggest decline since t e Battle o 
stockholders of record at the close of business December 1, 1961. A regular the Coral Sea? Assuming a top of 
quarterly dividend of $.55 per share on the outstanding C Stock of 760 sometime this month (that’s just 

P. Lorillard Company has been declared payable December 18, 1961, to : : . a. 
stockholders of record at the close of business December 1, 1961. Checks ° guess, nothing more), a decline of 
will be mailed. 23% (the biggest decline in the last 
New York, November 15, 1961. G. O. DAVIES, Vice President 19 years has been 22% ) would be a 
Te ma drop of 175 points to around 585. This 
‘First With The Finest — Through Sevillard Research would be back to where prices stood 
Cigarettes just before the 1960 election. The 
OLD GOLD STRAIGHTS KENT NEWPORT SPRING intraday low a few weeks before 
Reeslar Regular King Size King Size Kennedy was elected was around 565. 
King Size Kang Size Crush-Proof Box I don’t think this is especially scary. 
= my FILTERS Crush-Proof Box + peg Of course, a willingness to sell qual- 
a ing Size ity stocks of the institutional type has 


Smoking Little Chewing Turkish to be assumed—and that’s the weak 
Tobaccos Cigars Tobaccos Cigarettes Sie 
—— a peo _ anal spot of my projection. 


BRIGGS BETWEEN BEECH-NUT MURAD apart a : 
UNION LEADER THE ACTS BAGPIPE HELMAR Prev iously it has been pointed “an 
FRIENDS HAVANA that most people would own about 


INDIA HOUSE MADISON BLOSSOM the same stocks that they own now 
in event of such a decline. Indeed, I 
would not want to sell all my stocks, 


AM A CLOSED-END DIVERSIFIED or any large part of them, if I knew 











PUTER CiGaRe TES — 



































that would happen. All I would want 


INVESTMENT COMPANY to do is “travel lighter,” sell some of 


A 


f \PRI SS LISTED ON THE NEW YORK my more overvalued issues, and some 


MPANY f , high flyers which obviously 
(on @) STOCK EXCHANGE of my hig yers which obviously 


are absurdly priced. I would hope to 

Tie Board of Managers has declared the following year- have some cash, or cash equivalents, 
ss to take advantage of better invest- 

end dividends: 

ment values. 


1. $0.26 per share being the remaining undistributed net There is no question in my mind 


ordinary income realized during 1961, making the to- that even a declining market, at some 

tal distributions for the year from this source, $.71; and unidentified time next year, would 
2. $1.87 per share from net capital gains realized dur- be a selective market. Not everything 

ing 1961. would go down and some things 
Both dividends are payable in stock or cash at the option would continue to go up. In the event 
of each shareholder on December 22, 1961 to stock- of a general decline, I would look for 
holders of record November 29, 1961. the gold shares and the silver shares 
to do well. I would expect the utili- 
ties to stand up well, especially the 

Financial Report Available on Request natural gas producing issues. I im- 
48 Wall Street, New York 5, N. Y. - Room 916 agine the shares representative of 
properties in the European Common 
iii tint a mn al Market would do well. 


A GREEN THUMB IS NOT NECESSARY ee jo ee ee 
IN THE MARKET, IF YOU PERMIT US TO COAL a ae a oe © 
with traffic. Among the better ones, 
ADVISE YOU AS TO VEHICLE TRADING. | | COMPANY ' 
oral hie I think, are Interstate Motor Lines, 
rofits as high as 50% yearly can be expected at a meeting held today, declared a quar- 


rene — 2. The timing and methods we | terly dividend of 35 cents per share on (41), Roadway Express (52), and Red 
supply through our technical studies. Send today the Common Stock of the Company, pay- : . . 
for: VEHICLE TRADING and TRIAL SUBSCRIP- | | able on December 14, 1961, to share- _ Wing Carriers, Inc. (15). Two stocks 
TIOM. COST—$5.00. (Annual Subscription—$50.) holders of record at the close of business which acted badly earlier look better, 


CONFIDENCE FORECASTERS | tea near 1 1963. Checks will be = | Ryder System (14%) and Consoli- 
A aad ~dhr or JOHN CORCORAN, | dated Freightways (124%). It may 


Vice-President & Secretary 
November 20, 1961. 


William B. Viall, Secretary 


























DIVIDEND NOTICE 


The 700,000 owners of Stand- 
ard O:1 Company (New 
will share in the earn- 
ings of the Company by a div- 
idend, 

declared by 


Directors 


Jersey) 


the Board of 
on November 2, 
1961 and payable December 
11, 1961 


to shareholders of record 
November 13, 1961 at the 
rate of 65¢ per share of capi- 
tal stock. 

1961 is the 79th consecutive 
year in which cash dividends 
have been paid. 


Standard Oil Company 


(New Jersey) 


w —€sso) soceeneeuauenes 22% 


402nd Diridend 


Pullman 
Incorporated 


95th Consecutive Year of 
Quarterly Cash Dividends 








A quarterly dividend of fifty 

cents (50¢) per share will be 

paid on December 14, 1961, 

to stockholders of record 
December 1, 1961. 

WILBUK EF. WOLFE 

Vice President a Secretary 


Division and Subsidiaries: 
Pullman-Standard division 
The M. W. Kellogg Company 
Trailmobile Inc. 
Trailmobile Finance Company 
Swindell-Dressler Corporation 
Transport Leasing Company 














FIGHT CANCER 
With A Checkup 


And A Check 





FORBES, DECEMBER 1, 1961 


| Niagara Mohawk Power, 
| Gas Transmission, United Gas Corp., 


| make a fairly 


| few have done well. 


| Socony Mobil Oil, 


| take a little longer for these two to | 
| get back on the road. 


As outlined in a previous column, 
I am partial to F.W. Woolworth (90). 
Among the other stocks I like are 
Tennessee 


El Paso Natural Gas, Belco Petroleum, 
Warner & Swasey, Combustion Engi- 
neering, Babcock & Wilcox and 
Black & Decker. I think you can 
strong case for the 
based on better 


machinery issues, 


| depreciation allowances on the prod- 
| ucts they sell. 


The oils have had sort of a bear 
market all their own, even though a 
Currently, I like 
such as Texaco, 


Standard Oil Of 


the 


internationals 


| New Jersey, Standard Oil Of Cali- 
| fornia and Gulf Oil somewhat better 


than the domestics. I reason that the 
foreign oil markets are not compet- 


| ing so hard against natural gas and 
| coal as our oil markets; and that the 
| demand for petroleum and its prod- 
| ucts is growing much faster on the 
| Continent, in Africa and in the Orient 


| O’okiep Copper 
| company, which means that it is 
| son” to many investors. 


United 
few of the 
stocks, but 
stock 


than it is increasing in the 
States. Of course, very 
oils are really “growth” 
they are not selling at “growth” 
prices. 

One unpopular stock appeals to me 
for long-term purchase. That is 
O’okiep Copper (58) down from a 
high of 131% just a few years ago. 
is a South African 
“poi- 
The company 
is a low cost producer and it owns 
extensive outside interests through 


| Tsumeb Corp. and Safari Exploration 
| Co. 


| A stock like this demands 





O’okiep has 1,021,056 shares issued, 
of which Newmont Mining owns 
575,103 shares and American Metals 
Climax owns 201,369 shares, leaving 
a maximum floating supply of not 
more than 245,000 shares. The stock 
is traded, usually in 50 share units, 
on the American Stock Exchange. 
Dividends are paid roughly according 
to earnings: $6.28 so far this year, 
$9.08 in 1960, $7.41 in 1959, $3.06 in 
1958, $6.97 in 1957 and $12.55 in 1956, 
subject to a 6.56% South Africa tax. 
patience 
from the investor, especially in a not- 
too-good copper market, but it is a 
value. 

Right now I am looking for more 
pleasantness in the stock market, but 


I am disposed to be cautious and | 
highly selective about making new | 
| purchases—especially if thinking in 
terms of prices six months hence. | 
reduce | 


Further, I am tempted to 
holdings on strength rather than to 


| increase them. 


42% Interest 


with Insured Safety! 


© 4%% a year (current annual rate). 

Interest paid or compounded quarterly. 
Accounts insured to $10,000 by the Federal 
Savings and Loan Insurance Corporation, a 
permanent agency of the U.S. Government. 
Full FSLIC coverage available on 

almost any amount (through a series of 
multiple or trust accounts). 

Savings protected by Great Western's 
$400,000,000 in assets. 

Savings postmarked by the 10th earn 
interest from the Ist. 


| GREAT WESTERN SAVINGS 


| and Loan Association 
L. A. Frost, National Dept. P.O. Box 54174 
| Terminal Annex, Los Angeles 54, Calif. 
}] Please open my Savings Account at Great 
Western Savings. | enclose [] check, [) 
order in the amount of $ . 
] Please send me your comprehensive savings 
ochure, ‘“‘You and Your Money.” 








__ZONE___STATE 





PHELPS DODCE 
CORPORATION 


The Board of Directors has de- 
clared a fourth-quarter dividend 
of Seventy-five Cents (75¢) per 
share on the capital stock of this 
Corporation, payable December 
8, 1961 to stockholders of record 
November 17, 1961, making total 
dividends declared for 1961 of 
Three Dollars ($3.00) per $12.50 
por value share. 

M. W. URQUHART, 
Treasurer. 
November 1, 19617. 














‘g : 


PUGET SOUND POWER 


& LIGHT COMPANY 
Common Stock Dividend 
No. 73 


The Board of Directors has de- 
clared a dividend of 39c per share 
on Common Stock of Puget 
Sound Power & Light Company 
payable November 15, 1961, to 
stockholders of record at the close 
of business October 20, 1961 
J. H. CLawson 
President 














Now Ready! 
“FORBES GUIDE 10 COMMON STOCK PROFITS” 


Fearurinc our 55 “Best Stocks’ ror ‘62 


IMPORTANT: Despite a lly rising market in 1961, stocks now have a Have You Made Profits 
more realistic isal in terms of price-earnings ratios, “ae ids, etc. Perhaps not 
since early 195) ve carefully selected stocks offered investors such interesting Lik e Th ese in 
profit possibilities. This bra ew FORBES Guide selects 55 stocks which in the 
opinion of IAl's analysts offer the best upside potential for 1962. 

Bull and Bear Markets? 








10 SPECULATIVE LOW-PRICED STOCKS marew ane in Ge <ouee” yous prow 
- stocks—you'll find our best ones in the new 

Some dynamic profit opportunities in 1961 Forbes Guide 

were in low-priced stocks. Gains . oy and 

more were scored by leaders in this group 

But this investment area can also be the most 5 GOOD QUALITY INCOME STOCKS CATEGORY 

dangerous—low price does not necessarily While a 6-8°% yield sounds attractive, it can 

mean low quality, but the risks are great un- also be a danger signal—high yield alone 

less you know how much real value you are does not mean a sound investment That's 

getting for your dollar. IAI’s skilled security why IAI analysts call these ‘‘Good Quality 1958 G id . ToHigh AtRecent Better 

analysts have selected in this section a group Income = we | are nce oe = uide: Prices Than DJI* 

of low-priced stocks—stocks that help you panies with a better-than-average yield. Now ; 3 

buy BIG PROFIT POTENTIALS with small the experienced IAI analysts, who selected Spec. Low Price 929% 48.8% 76.2% 

amounts of capital. A sound $5 stock is three all 55 stocks in this big new Manual, hand- 


times as likely to move to $10 as a $50 stock pick these top aooureter which not er =. Jr. Blue Chip 119.5 93.1 236.1 
is to move to $100—so the RIGHT low-price duce good income—but give you a shot a 

stocks do belong in your pert folio, and we capital appreciation in the bargain Young Growth 149.1 92.6 234.3 
believe these are the RIGHT low-price stocks 


for appreciation and profits 5 OVER-THE-COUNTER STOCKS a os ana aie 
10 “JUNIOR” BLUE CHIP STOCKS You'll find ‘‘blue chips’’ and speculations in : . . 


the tremendous Over-The-Counter market Income 64 0 57 0 105.8 
The opportunity for phenomenal growth of This rich and varied market in securities is - ‘ i ? 
the traditional ‘blue chip’’ stock is often lim- overlooked by all but the professionals—yet Canadian 12.9 -20.3 — 
ited. But there is a tremendous profit poten- 90% of the big-name stoc ks now traded on 
tial in what are known as ‘‘junior’’ blue the N.Y.S.E. were once traded over-the- 
chips. These are the ‘‘developing’’ companies counter where they could have been bought 
with sound records of sales and profits, with for a small fraction of what they are worth 
strong, dynamic leadership, with the intrinsic today. Of course we cannot guarantee the 1959 Guide: 
value potential needed to achieve blue chip a pe 1962 — be as — ° 
rating gs in the future In this section of the abie or wi equa ne performance Oo pas * 
new Guide are securities whose past records selections, however, this new Forbes Guide Spec. Low Price 
overall circumstances and potential growth handpicks some ‘‘ground-floor’’ companies Jr. BI Chi 
factors tab them as the leaders of tomorrow which could ‘‘graduate’’ to the Big-Board I. ue Ip 
And, they are attractive investment opportu- and become the giants of the future Young Growth 
nities right now for the alert investor 
¢ CONTINUOUS SUPERVISION Seasoned Growth 
15 SEASONED GROWTH STOCKS As a result of an analysis of the price per- Over-The-Counter 
Growth stocks with proven investment qual- formance of some of the stocks selected in 
ity combine the sound fundamentals of a previous Guides, IAI’s Investment Committee income 
blue chip’’ with a record of expansion which will make available a continuous supervised : 
is reflected in sales, earnings and dividends guidance service on the 55 stocks selected in Canadian 
These stocks should give you huge capital this new 1962 Guide. This new guidance serv- 
gain opportunities in the years ahead. In ad- ice offers immediate ‘‘Partial Profit’’ or 
dition, these senior companies should profit Sell’’ advice when necessary plus periodic 
most from the dynamic growth of our econ- “Interim Reviews’’ for a period of two full ? 
omy—should continue to pour money into years to keep you continuously up-to-date on 1960 Guide: 
research, new products and management in the IAI investment rating of each stock in P 
order to maintain their outstanding record the Guide Spec Low Price 92.4 46.7 81.0 
of mounting sales and profits. ‘‘Forbes Guide : ° + 
to Cormmon Stock Profits’’ shows you those 10 DAY FREE EXAMINATION Jr. Blue Chip 71.0 53.6 108.0 
which should give you the most for your ‘ ‘ 2 _ 7 ° , 
money in earnings, assets, management and This new Guide is now ready. That’s why you Young Growth 60.0 29.6 15.0 
growth should place your order NOW, as the special 
Pre-Publication price thy is available for Seasoned Growth 41.3 26.2 1.0 
a limited time only. And, just as important 
10 YOUNG cnowrn STOCKS — this new Guide must be something von can Over-The-Counter 91.6 718 178.0 
, e best way to build your family fortune jut to immediate. profitable use—-so you are 
today is to invest in eons.” growth stocks ee to examine it oe our expense for 10 full Income 37.6 37.5 45.0 
The "s, General Electrics, du Ponts of the days. At the end of that time you can either j j j 
future are in operation now—the companies remit at the Special $10 price or return the Canadian (None selected in 1960 Guide) 
with young ideas, who are plowing profits Guide and owe nothing. If you wish to keep 
back into research, expansion, acquisitions, up-to-date on these 55 stock recommenda- 
peng gp ae these companies are not tions, simply check the box calling for the 
as © spot—-the ‘‘popular’’ ones have al- Continuous Supervision Program’’ and you 
ready discounted the present and many years will receive your Guide in a special binder 3-Year Average 
into the future. The more obscure ones have with provision for filing future advices. To 
the same growth pattern, but have not yet 


been recognized by the public The !? Fort s Guid > ‘to Common Stock Peents” Spec. Low Price 81.3 40.6 
money making opportunities of today and ed ieee ordi r beige ra = o Jr. Blue Chip 88.0 65.8 
Young Growth 115.6 71.1 
Seasoned Growth 514 31.7 
Over-The-Counter 128.3 89.7 
Income 63.3 54.1 
Canadian 229 -7.1 





AVERAGE PERCENT GAIN 


CLIP AND MAIL TODAY — ACT NOW AND SAVE $5 
Investors Advisory Institute Inc. 
Subsidiary of FORBES Inc. 
70 Fifth Avenue, New York 11, N. Y. 


Please send me 


copy(s) of ‘FORBES GUIDE TO COMMON STOCK PROFITS” for 
10 days’ free examination 


10 days after | receive it | will remit $10 (plus postage and handling 
or return Manual and owe nothing. Add 30¢ Scles Tax on New York City orders “Percentage by which “Forbes Guide to Common 


months Dow-Jones Industrial Average at its recent price— 
comparing both DJI and Guide recommendations 
at their highs, the average for all 180 stock selec- 
tions was 292.3% better than a DJI which climbed 
from 564.7 when the 1958 Guide was published 
to its recent high of well over 700. 


) Check here if you enclose payment to save postage and handling costs. 
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mium over the mathematical value, 
which represents the appraisal in- 
vestors make of the relative merits 
of the underlying stock, and its po- 
tential for appreciation in market 
value. Hence, in the example given 
above, if the warrant actually sold 
for 8, the premium (or theoretical 
value) would be 3—market value of 
8 less mathematical value of 5. 

Successful investment in warrants, 
even more than in common stock, re- 
quires complete understanding both 
of the nature of the medium and the 
extent of the speculative risk. Among 
the factors to be considered before 
purchasing a stock warrant are: 

1) The date of expiration. Except 
under the most unusual conditions, no 
warrant should be purchased with 
an unexpired life of less than four 
or five years. In this connection, it 
should be ascertained whether the 
conversion price increases in amount 
in periodic stages. The warrants will 
act somewhat independently of the 
common during the intervals preced- 
ing the change in conversion price. 
One must also remember that a war- 
rant becomes completely worthless 
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upon expiration. 
2) The prospects for the under- 
lying stock. The fortunes of the war- 


Insurance Funds 


COLUMNISTS’ COMMENTS 


rant are directly linked to the move- 
ment of the common stock. As the 
common goes, so will the warrant— 
only more so. Unless the outlook for 
the common stock is good, purchase of 
the warrant will be fruitless. 

-3) The condition of the general 
market. Warrants generally offer 
greatest potential during rising mar- 
kets, especially during periods of 
speculative fervor. Conversely, war- 
rants should be avoided in bear mar- 
kets, as their propensity for drastic 
decline can lead to a rapid deteriora- 
tion of value. 

4) Protection against dilution. If 
the issuing company makes regular or 
sizable distributions of stock divi- 
dends, the common stock may be 
severely diluted. This will erode the 
effectiveness of the warrants, unless 
provision has previously been made to 
protect against such erosion by ad- 
justing the conditions of the original 
conversion offer. 

To sum up, investment in common 
stock warrants can be attended by 
spectacular success or the most abys- 
mal disaster, experienced frequently 
over short intervals of time. This 
medium of investment is most de- 
manding with respect to knowledge, 
selectivity, personal temperament and 
raw courage. 
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ON THE 


| TH 0 U ¢ HTS BUSINESS OF LIFE 


No man who has wrestled with a 
self-adjusting card table can ever be 
quite the man he once was. 

—JAMES THURBER. 


To show a child what has once de- 
lighted you, to find the child’s delight 
added to your own, so that there is 
now a double delight seen in the glow 
of trust and affection, this is happi- 
ness. —J.B. Prriestty. 


Life is short, art long, opportu- 
nity fleeting, experience treacherous, 
judgment difficult. —HIppocratEs. 


A man of courage is also full of 
faith. —CICERO. 


If you wish to be loved, be modest: 
if you wish to be admired, be proud: 
if you wish both, combine external 
modesty with internal pride. 

—Witt Durant. 


To grow up in life means learning 
to live with impossible problems. 
—B.atne McLauGHtin 


Associate with men of judgment, for 
judgment is found in conversation, 
and we make another man’s judgment 
ours by frequenting his company. 

—THomMaAS FULLER. 


If you wish your merit to be known, 
acknowledge that of other people. 
ORIENTAL PROVERB 


Thought, not money, is the real 
business capital, and if you know 
absolutely that what you are doing is 
right, then you are bound to accom- 
plish it in due season 

—Harvey S. FIrESTONE 


A wise man will make more oppor- 
tunities than he finds. 
—Francis Bacon. 


I don’t like a man to be too efficient. 
He’s likely to be not human enough. 
—FEevLix FRANKFURTER. 


We should every night call our- 
selves to an account: What infirmity 
have I mastered today? What pas- 
sions opposed? What temptation re- 
sisted? What virtue acquired? Our 
vices will abate of themselves if they 
be brought every day to the shrift. 

—SENECA. 


B. C. FORBES 


To salesmen: Never get so 
friendly, so intimate with your 
prospects that you feel embar- 
rassed by directly asking them 
for an order! That’s your busi- 
ness, your bread-and-butter. 
Don’t take a sale for granted. 
Orders aren’t handed out on a 
- silver platter. Keen buyers ap- 
preciate hard selling 


I have three chairs in my house: 
one for solitude, two for friendship 
and three for society 

—Henry Davin THorEAU 


A period of high civilization is one 
in which thoughts fly freely from 
mind to mind, from one country to 
another—yes, from the past into the 
present. —GILBERT HIGHET 


The reasonable man adapts himself 
to the world: the unreasonable one 
persists in trying to adapt the world 
to himself. Therefore all progress 
depends on the unreasonable man. 

—GeorGE BERNARD SHAW. 


Lampis the shipowner, on being 
asked how he acquired his great 
wealth, replied, “My great wealth was 
acquired with no difficulty, but my 
small wealth, my first gains, with 
much labor.” —EPICTETUS. 


Make the most of yourself, for that 
is all there is to you. 
—Ratex Wawtpo EMERSON. 


Justice and power must be brought 
together, so that whatever is just may 
be powerful, and whatever is power- 
ful may be just. —BLAIsE PASCAL. 


As you read history and biography, 
I think you will not come to equate 
greatness with compromise. Rather, 
you will find it in decisiveness com- 
bined with charity, gentleness and 
justice. —WzuLitram G. SALTONSTALL. 


Every man carries with him the 
world in which he must live. 
—F. Marion CRAWFORD. 


War is an invention of the human 
mind. The human mind can invent 
peace with justice. 

—NorMAN COUSINS. 


The only something you get for 
nothing is failure. ; 
—ARNOLD H. GLAsSow. 


Man’s material welfare is the prod- 
uct of three things, and three things 
only: natural resources, human en- 
ergy (muscular and mental) and 
tools —Frep G. CLarK 


More than 3,000 selected “Thoughts’ 
available in a 537-page book. Regu- 
lar edition, $5 





a 
A Text eee Without counsel purposes are disappointed; 


but in the multitude of counsellors are they 


Sent in by J. Don McKee, Atlanta 
Ga. What's your favorite text? A 
Forbes book is presented to send 
ers of texts use 


established. 


—Proverss 15:22 
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Export Coal Loading at N&W Pier #5, Lamberts Point, Norfolk, Va 


° ° . 

Going Forward In International Commerce! As never before, our 
nation’s leadership in world trade is being challenged. To enable American industry to 
sell competitively abroad, transportation from U. S. production centers to world-wide 
markets must be economical and efficient. 

That’s why the N&W stresses fast, economical service to and from Norfolk . . . oper- 
ates at that port a vast complex of piers, warehouses and supporting yards, with modern 
equipment for handling cargoes of every sort . .. maintains a staff of foreign freight 
specialists . . . is building the world’s most modern and fastest-loading coal pier . . . will 
lease a huge new merchandise pier. 

In 1960 at Norfolk, 21,513,040 tons of raw materials and manufactured products were 
exported and imported over N&W piers — a substantial share of U.S. world trade. This 
quickened industrial activity in N&W territory — and throughout America! 


NORFOLK and WESTERN 
RAILWAY 


GENERAL OFFICES « ROANOKE, VA. 


Nation’s Going-est Railroad 





‘lo fly faster 
than time itself... 


Trisonic jets that would land you in Los Angeles 142 hours earlier than your take-off 





time in New York are feasible says a late Federal study. Douglas officials say 


they could be operational by the early 1970's. 


A 2100 mph civilian jet transport that would fly 
13 miles high, cross the continent in one hour and 
thirty minutes*, and use present jet runways is on 
the drawing boards at Douglas. 

Such an airplane is needed —says a recent 
Federal Aviation Agency study made with White 
House approval — to maintain U.S. leadership in 
commercial aviation. This is important because 
the export value of aircraft and parts in 1960 was 
$1.4 billion or 5.2% of total U.S. exports! 

The study also notes that substantial govern- 
ment assistance would be needed to underwrite the 
$500 to $550 million estimated development costs. 

Douglas believes that the estimated market of 


200 to 300 Mach 8 aircraft would more than repay 
these development costs. 

They are backing this belief with continuing 
studies based on 15 years experience with missiles, 
supersonic and hypersonic aircraft...to bring the 
trisonic civilian jet transport to reality at the 
earliest possible date. 


DOUGLAS 


MISSILE AND SPACE S'‘/STEMS * MILITARY AIRCRAFT « DC-8 
JETLINERS * RESEARCH AND DEVELOPMENT PROJECTS « 
GROUND SUPPORT EQUIPMENT « AIRCOMB® « ASW DEVICES 


~ 
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Here’s how the 
Douglas trisonic jet 
would beat the clock 
on westbound flights 


LV. NEW YORK 5:00 Pw 


AR. LOS ANGELES 3:30 Pw 
FLIGHT TIME—1 HR. 30 MIN. 


AR. HONOLULU 7:35 AM 
FLIGHT TIME—1 HR. 35 MIN.* 


LV. TOKYO 9:00 AM 


AR. BANGKOK 68:50 AM 
FLIGHT TIME—1 HR. 50 MIN.* 


tv 


AR. LONDON 11:55 AM 
FLIGHT TIME—1 HR. 25 MIN.* 


LV. PARIS MIONIGHT 


AR. NEW YORK 8:10 PM 
FLIGHT TIME —2 HRS. 10 MIN 


“Includes take-off 
and landing time. 








